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An adventure
of enterprise

Above all, PPR is the incarnation of a state of mind: the desire and willingness to display
entrepreneurship. With boldness and a sense of risk, PPR invests and commits itself to
its various businesses, always directed at the same goal: to grow its activities and become
the leader. [t imposes on each of its brands and companies its own demanding culture
of growth and performance. With revenues of nearly € 18 billion in 2006, PPR is aworld
leader in two different, but complementary universes: Luxury Goods and Retail. The
diversity of its brands and businesses drives its success.

i

Its specific balance in terms of products, sales formats, brands, and geographical
locations has generated a growth profile surpassing the average in its markets. Open
1o the world and backed by the skills and talents of its 78,000 employees, PPR makes
expertise the core of its development and values and promotes an entreprencurial spirit.
It is a group with cutting-edge talents ahead of its time. As a responsible corporate
citizen, it guarantees the conduct of its brands and places human values at the centre
of its commitments.
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PPR IN 2006
History

History

Established in 1963 by Frangois Pinault in the timber and building material businesses, the PPR group
positioned itself in the middle of the 1990s in the Retail sector, in which it soon became a major player.
The purchase of a controlling stake in Gucci Group in 1999 and the establishment
of a multi-brand Luxury Goods group marked a new stage in the development of the Group.

PPR continues to expand its two activities in high-growth markets through powerful and recognised brands.

1 963 & Frangois Pinault establishes the Pinault group, specialising
in timber trading.

1 988 o Flotation on the Paris Stock Market's Second Marché of
Pinault SA, a company specialising in timber trading,
distribution and processing.

1 990 -+ Acquisition of CFAQ, specialising in electrical equipment
distribution (through CDME, which became Rexel
in 1993) and in trading with Africa.

1991 & With the acquisition of Conforama, the Group enters
the Retail activity.

1992 # The Pinault-Printemps Group is born with the takeover
of Au Printernps SA, which held 54% of La Redoute and
Finaref.

1 994 a Merger of La Redoute with the Group, which is renamed
Pinault-Printemps-Redoute.

¢ Takeaver of Fnac.
1995 4 Launch of the Group's first website, laredoute. fr.

1996 5 Acquisition by CFAO of SCOA, the teading
pharmaceutical distributor in West Africa through its
subsidiary Eurapharma.

¢ Creation of Orcanta, a women's lingerie chain.

@ Launch of fnac.com, the Fnac website.

1997 © Takeover by Redcats (PPR home shopping activity)
of Ellos, the leader in the Scandinavian mail-order
market.

o Creation of Fnac Junior, a store concept for children
under 12.

6 2006 FINANCIAL DOCUMENT - PPR
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1998 « Takeover of Guilbert, the European leader in office
supplies and furnishings.

9 Acquisition by Redcats of 49.996 of Brylane, the fourth
largest home shopping company in the United States.

% Creation of Made in Sport, a chain of stores dedicated
to sports enthusiasts.

1999 5 purchase of the remaining stake in Brylane.

4 The Group enters the luxury goods sector with the
acquisition of 42% of Gueci Group NV.

-+ First steps towards building up a multi-brand luxury
goods group, with the acquisition by Gucci Group of
Yves Saint Laurent, YSL Beauté and Sergio Rossi.

2000 » Acquisition of Surcouf, a specialised PC retailer.

+ Acquisition by Gucci Group of Boucheron and
BEDAT & Co.

¢ Launch of Citadium, the new Printemps sports store.

2001 -+ cu Group acquires Bottega Veneta and Balenciaga and
signs partnership agreements with Stella McCartney and
Alexander McQueen.

3 Conforama enters the Italian market with the purchase
of the Emmetza group, one of the leaders in the home
furnishings market in [taly.

3 Pinault-Printemps-Redoute raises its stake in
Gucci Group to 53.2%.

2002 o The Group raises its stake in Gucci Group to 54.4%.
4 Sale of Guilbert mail order activity to Staples [nc.

2 Sale of part of the Credit and Financial Services activity
in France and Scandinavia to Crédit Agricole SA {61%
of Finaref) and to BNP Paribas (90% of Facet).




2003

2004

@ The Group raises its stake in Gueei Group to 67.6%.

> Sale of Pinault Bois & Matériaux to the Wolesley group
in the UK.

o Sale of the Guilbert “contract” activity to the American
group Office Depot.

< Further sale of 14.5% of Finaref.

o The Group raises its stake in Gucci Group to 99.4%
following tender offer launched in April-May.

2 Sale of Rexel.

o Divestment of the Group's remaining 24.5% stake in
Finaref.

2005

2006

rmml
PPRIN2006 | 7 !

Histgry

o Change in the corporate name: Pinault-Printemps-
Redoute becomes PPR.

¢ Sale of MobilePlanet.

< Sale of the 10% residual stake in Facet.

& Sale in two stages of France Printemps to RREEF and
the Borletti group, 51%6 in 2006 and 49% in 2007,

o Sale of Orcanta to the Chantelle group.

o Sale of the Bernay industrial site (YSL Beauté Recherche
et Industrie).

¢ Termination of Fnac Service activities.

¢ Conforama acquires majority controel of
Sodice Expansion.

« Redcats Group acquires The Sportsman's Guide, [nc.
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L 1 Keyconsolidated figures

Key consolidated figures

—— e

Y N 200 . Ghaaup
Revenue 16,937.9 17,830.9 +5.9%
Revenue earned outside France {as a % of revenue) 53.8% 55.2% +1.4pt
Gross margin 7,339.1 7,855.7 +7.0%
Recurring operating income 1,062.6 1,274.5 +19.9%
Cperating margin (as a % of revenue) 6.3% 7.1% +0.8 pt
Income betfore taxes 758.3 984.4 +29.8%
Net income from continuing operations attribuable
to equity holders of the parent 536.4 679.7 +26.7%
Free cash flow from operations™ 917.2 1,069.6 +16.6%
Debt-to-equity at 12/31
{nel financial debt as a percentage of shareholders’ equity for the consolidated entity) 56.4% 37.9% -18.5 pts
i_ﬂ—ﬁr ;{ir‘;p\;;:‘[;jia;‘;-?__ T T -j o 7 ace: B _—' *_*cg._m,y_J
Nat income per share from continuing operations attribuable te equity holders of the parent

452 5.60 23.9%
Net dividend per share 2.72 3.007 10.3%

Excluding non-recurring operaling items, the change in net income from continuing operations attribuable to equity holders of the parent was

as follows:

£ e e e o s - e — e

b 2005 v
Nat incorme from continuing eperations attribuabile 10 equity holders of the parent 531.0 698.0 31.5%
Nat income per share from continuing operations attribuable to equity holders

of the parent (in €) 4.47 575 28.6%

(1) Net cash from operating activities-tet aquisitions of intangible assets and property, plant and equipment,
(2) Submitted to the approval of the Shareholders’ Meeting of May 14, 2007.
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BREAKDOWN OF REVENUE BY ACTIVITY

17.9%

Luxury Goods\

—_— 82.1%
Retail
19.9%
Luxury Goods
. 80.1%
Retail

BREAKDOWN OF RECURRING OPERATING INCOME
BY ACTIVITY

35.0%
Luxury Goods

42.7%

Luxury Goods 57.3%

Retail

! Excluding holding company and others.

PPR IN 2006
Key consolidated figures

BREAKDOWN OF REVENUE BY GEOGRAPHICAL AREA

1.1% 46.2%
Oceania France
6.0%
Asia B
9.4% —1 ,
Africa
12.3% / \ 25.0%
Americas Europe {excluding France)
1.1%
44.8%
Oceania ™~ France
6.5%
Asia
1
9.8%
Africa
12.8% / \ 25.0%
Americas Eutope (excluding France)

BREAKDOWN OF EMPLOYEES AT DECEMBER 31
BY ACTIVITY

16.0% ) = 83.6%
Luxury Goods /\{} O @ Retail
Tattak UG
0.4%
Helding Company
16.9%
Luxury Goods - 82.7%
:’-\_GXOXC@ Retail
ot RS
0.4%
Holding Company
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The PPR group

A LEADING PLAYER

PPR is driven by its goal of sustainable growth and continues 10
expand internationally in a spirit of achievernent and creativity.

The Group is a leader in each of its Luxury Goods and Retail activities,
through both the power of its brands and the skills of its teams.

The Group’s specific balance in terms of products, sales formats
and geographical locations has been the engine for its above-market
growth.

The size of the Group, which recorded nearly €18 billion in revenues
in 2006, is also a major competitive advantage.

Because of the size and diversity of its activities, there is no single
competitor on the scale of PPR. Each brand is developing in its own
competitive environment, as described in the section on the Group’s
activities.

POSITIONING AND STRATEGY

PPR is a global leader in two universes: Luxury Goods and Retail.
This unique positioning reflects the Group's strategic choices and its
entrepreneurial spitit.

A strong entrepreneurial culture

Since its inception in 1963, the PPR Group has constantly been on the
move, guided by a strong entrepreneurial culture, At each stage in its
history, PPR has acted boldly and imposed its performance-driven
culture, developing each of its businesses and offering them strong
prospects for growth. The entrepreneurial spirit lies at the heart of
the Group’s fundamental identity and has made PPR a global player
in Luxury Goods and Retail.

An efficient combination of two businesses

PPR combines Luxury Goods and Retail, two universes of different yet
complementary products, since their success is closely tied to brand
management, customer service quality, and control of distribution.
Luxury Goods and Retail are among the most profitable sectors, acting
as the main contributors to PPR’s particularly attractive profile. Gueci
Group, with its prestigious brands, gives PPR a global presence in
high-growth markets. The Retail companies are major players in stable
and mature consumer markets. By combining both universes, PPR
achieves a special balance in terms of products, sales formats, brands
and geographic locations, driving higher-than-average growth in its
markets.

10 2006 FINANCIAL DOCUMENT - PPR
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A strategy of growth, with an emphasis on
international activities

PPR is growing mostly through organic growth, generating strong
cash flow, and emphasis on international activities.

[n the Luxury Goods activity, Gucei Group combines leading brands
with a differentiated positioning, the complementary features of
which form one of the greatest assets. These prestigious brands are
on the rise thanks to the growing success of their designers’ collections
and their crafismens’ expertise. The relevance of their positioning
and their development in global markets offer the most promising
momentum for growth.

The Retail companies provide steady organic growth in promising
markets because of their constant expansion and renewal of the
product and service offering, the deployment of e-commerce, the
launch of innovative store concepts, and the expansion of the retail
network, particularly abroad, both in traditional countries and in
high-potential new markets.

A decentralised operational management
combined with pooled resources and skills

The organisational style of PPR has long favoured operational
decentralisation and proximity 10 the market and the customer, factors
that guarantee responsiveness and speed of adaptation. Resources are
pooled to improve performance.

Knowledge-sharing among the various brands and companies is
systematically encouraged to exploit the specific expertise of each
company and brand in order to promote group-wide creativity and
innovation. This organisation is a key factor in the performance of
the Group's activities.
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GROUP ORGANISATIONAL CHART AS OF 12/31/2006

PPR

99,49 I I 1
—|Lsaars Gt G Cowas | [ T, NS
1
l
‘ e e e | m s e amem
! nm.[ Gucci ] [ Redcats | 100v
‘ : ]
| 8628w Bottega Veneta | E L Conforamnl 99.9%5%a
v [Veessainctawens [ Pnaclioe |
i Ju0% LYSL Beauté | E CFAQ | sguan.
e —
|
) [
i Other Brands

Balenciaga (910}

Boucheron (ot )
Sergio Rossi (yages) |
BEDAT & CO (100

Alexander McQueen ¢51e4

| Stella McCartney 5o »

R YSERUAIT OIS TR NS N Y 1T

2006 FINANCIAL DOCUMENT - PPR 11
[ )




12

[~

LUXURY GOODS

P N

GUCCI

BOTTEGA VENETA

WESAINTAURENT

YSL BEAUTE

BALENCIAGA

BOUCHERON

serglorossl

BEDAT & C*¢

GENEVE

ALEXANDER

MQUEEN

STELL/AMCCARTNEY

2006 FINANCIAL DOCUMENT - PPR

RETAIL

Q(REDCATSGroup

&
Q

CEAQ




@
A
| Q a .""h
- IR
®
®
PRESENTATION OF THE
LUXURY GOODS ACTIVITY:
GUCCI GROUP
®
Guccl
BOTTEGA VENETA
@
YVES SAINT LAURENT
YSL BEAUTE
® OTHER BRANDS
BALENCIAGA
BOUCHERON
SERGIO ROSSI
® BEDAT & CO
ALEXANDER MCQUEEN
STELLA MCCARTNEY
®
@

Group's activities

14

18

20

22

24

26

26
27
27
28
28
29

¢ T

PRESENTATION OF THE
RETAIL ACTIVITY

REDCATS
FNAC
CONFORAMA

CFAO

2006 FINANCIAL DOCUMENT - PPR

30

34

40

46

50

13
[




_
: @‘] THE GROUP’S ACTIVITIES

ot Presentation of the Luxury Goods activity: Gueci Group

Presentation of the Luxury Goods activity:

Gucci Group

+ A worldwide player in Luxury Goods

+ A portfolio of leading brands: Gucci, Bottega Veneta, Yves Saint Laurent, YSL Beauté, Balenciaga,
Boucheron, Sergio Rossi, BEDAT & CO, Alexander McQueen and Stella McCartney

+ 19.9% of PPR’s total revenue

» 42.7% of PPR’s recurring operating income {excl. holding company)

—

3,568

€ million in revenue in 2006

565

€ million recurring operating
income

13,261

employees at the end of 2006

454

directly-operated stores at the end
of 2006

A LEADING PLAYER IN THE LUXURY GOODS
INDUSTRY

Gucdi Group is one of the world’s leading multi-brand luxury companies with a portfolio of
premier brands. Gueei, Bottega Veneta and Yves Saint Laurent are the Group’s flagship brands.
YSL Beauté, Gueei Timepicces, Boucheron, BEDAT & CO and Sergio Rossi have opened up
new market segments and complementary expertise in fragrances, cosmetics, beauty care
products, watches, jewellery and shoes. Finally, Balenciaga, Alexander McQueen and Stella
McCartney show promising growth potential.

Gucci Group's competitors in the Luxury Goods market include multi-brands and
multi-products groups, high-end luxury goods and ready-to-wear companies, along with
fragances and cosmelics groups, jewellery and watch companies as well as groups which have
their origins in fine leather goods and shoes manufacturers,

BREAKDOWN OF 2006 REVENUE BREAKDOWN OF 2006 REVENUE
BY BRAND BY PRODUCT CATEGORY
1.1%
10.6% Skincare products
Other 4.5% Jewellery \ 42.8%
Leather goods
5.0% Cosmetics / ¥
17.6% 5.1%
YSL Beauté Watches
6.1%
Other
5.4%
Yves Saint Laurent 11.6% -
Shoes \ 11.5%
7.5% Fragrances
Bottega Veneta 12.3%
Ready-to-wear
14 2006 FINANCIAL DOCUMENT - PFR
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THE GROUP'S ACTIVITIES
Presentation of the Luxury Goods activity: Guicei Group

GLOBAL PRESENCE

Gucci Group is present in all of the world’s major luxury goods
markets. The Group has consolidated its positions and developed in all
regions where its brands are present. [t has strengthened its presence
in those regions where the growth potential shows the most promise,
namely in China, India and Russia. All of the Gucei Group brands are
developing a significant local client base, while continuing to exploit
the opportunities offered by the global tourist market.

Europe, the Group’s core market, generated revenues of €1,501 million
in 2006, up 19.5%.

North America, a high-potential regien for the luxury goods industry
given its importance in the global economy, posted revenues of
€712 million in 2008, an increase of 19.8% on 2005.

Gueci Group has significantly strengthened its positions in Asia, akey
market for the tuxury goods industry. In fact, at the end of 20086, of
the 454 directly-operated stores 235 were located in this region, which
will account for two-thirds of the 2007 openings.

A RICH AND BALANCED PORTFOLIO OF BRANDS

Gucci Group designs, manufactures and markets high-end luxury
goods products, including, leather goods, shoes, ready-to-wear,
watches, jewellery, fragrances, cosmetics and beauty care products.
The extensive product range is one of the Group's greatest strengths,
the source of its organic growth and one of the keystones to the
acquisition policy conducted between 1999 and 2001.

BREAKDOWN OF 2006 REVENUE
BY GEOCGRAPHICAL AREA

42.1%

4.6% Europe

Other /

17.0% —_—
Asia Pacific
excluding Japan

16.3%

Japan

20.0%

North America

As a multi-brand group, Gueci Group has promoted the sharing of
knowledge among its various brands, capitalising on the specific
expertise of each brand.

NUMBER OF DIRECTLY-OPERATED STORES

a6 B4
g2 W8 — [T
== | { !

’ i , ; " "
 hi = . '
ENERERE

75 75 E

31N0/00 3110701 31A10/02 310403 3LA12/04  31/12/05  31/12/06

D Gueci D Yves Saint Laurent I—!_] Other

l:] Bottega Veneta
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THE GROUP'S ACTIVITIES

Presentation of the Luxury Goods activity: Gucci Group

A HIGHLY CONTROLLED DISTRIBUTION NETWORK

Management of brands and brand image is tightly controlled through
the distribution network,

The carefully ¢controlled development of an integrated distribution
network with a sound geographical basis has been a key strategic focus
for Gueci Group. Fashion goods and accessories are primarily sold in
directly-operated steres, which are designed according to a specific
cancept for each brand, ensuring consistency in terms of product

display and service quality around the world. In 2006, the 454 directly-
operated stores generated 55% of Gucci Group revenue.

Guecci Group’s products are also distributed through selected exclusive
franchise stores, duty-free boutiques, department and specialty stores.
YSL Beauté focuses on sales outlets that best reflect the prestigious
image of its products. Distribution is provided through subsidiaries in
upscale perfume shops, department stores and duty-free boutiques.

A RIGOROUS COMMUNICATION POLICY

Through rigorous management of brand image, a tight communicatien
policy, outstanding product quality and a carefully controlled
distribution network, Gueci Group has reinforced its brand reputation
and positioning over the past few years. Through the presentation
of collections, advertising campaigns, public relations, special

events, interior decoration and window displays, the Gucci Group
communication strategy seeks to preserve brand exclusivity, while
ensuring a high-end image and reinforcing international, national
and local positioning.

CONTRIBUTION OF EACH BRAND TO 2006 RECURRING OPERATING INCOME
(as a % of recurring operating income)

108.2 %

I
!

9.7 %

' 5.7 %

1 T
L
[
-B.7 % Tio%
Gucei l:,‘:::f: Yves Saint Laurent  YSL Beauté Others
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Presentation of the Luxury Geods activity: Gueci Group

EXCEPTIONAL QUALITY

Gucci Group takes care, regarding the managment of its supply
chain, to guarantee exceptional product quality. To achieve this, the
Group selects the very best materials and exercises very strict controls
over production, whether in-house or by scrupulously selected and
controlled outside partniers. Prototype development and the entire

manufacturing process are monitored constantly for quality control.
In addition, Gucei Group is making its supply chain more flexible in
order 10 rotate its collections and replenish stocks faster during the
season. Permanent market intelligence ensures the highest level of
performance in terms of its supply network.

STRATEGY

Gucei Group's strategy is based on two main objectives: ensuring
revenue growth and profitability at Gueci Group, and assigning a
specific role to each brand within the Group, so as to maintain the
consistency of their pasitioning in terms of market segment and
product category.

Gueci Group has overhauled its organisational structure, The Group
has granted substantial autenomy, within specific guidelines, to
the CEQs of the various brands who are now in charge of design,
merchandising and afl aspects of the operating and financial results
of their respective brands.

OUTSTANDING FINANCIAL PERFORMANCE

In 2006, Gueci Group posted revenue of €3,568 million, representing
19.9% of the PPR Group's total revenue, an in increase of 17.6%.
It also generated recurring operating income of €565 million,

representing 42.7% of Group recurring operating income {excl.
holding company).

REVENUE AND RECURRING OPERATING INCOME

(in € million)

@ Revenue

D Recurring operating income

! Adjusted for the reporting period of Gucci Group.
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THE GROUP’S ACTIVITIES

Gucci

UCCI

Brand established in

1921
2,101

€ million in revenue in 2006

612

€ million in recurring operating
income in 2006

6,059

& employees at the end of 2006
\
I

219

| directly-operated stores at the end
of 2006

BREAKDOWN OF 2006 REVENUE
BY GEOGRAPHICAL AREA

3.5%
Other

21.4%
North America \

/

22.2%

33.9%

/ Europe

BUSINESS CONCEPT

Founded in 1921, Gucci celebrated its 85th year anniversary during 2006, further enhancing
its reputation as a world leader in fashion and luxury goods. As Gucci Group's flagship
brand, Gucci is one of the most prominent and profitable brands in the luxury sector. Gueci
manufactures and markets leather goods (handbags, small leather goods, and luggage), shoes,
ready-to-wear, ties and scarves, timepieces and jewellery. Moreover, Gueci grants licenses for
the production and distribution of eyewear and fragrances by global industry leaders for these
categories.The products are sold exclusively through directly-operated stores and exclusive
Gucci franchise stores, department stores and specialty stores around the world. The online
boutique which guaranties a high quality luxury driven service of the brand reputation has
become a complementary distribution channel in the USA, UK, Germany and France.

POSITIONING

Gucci’s heritage, unique in the world, is built on solid foundations: outstanding quality,
uncompromised craftsmanship and absolute made int Italy.

Spurred by Frida Giannini, the creative teams are drawing greater inspiration from the iconic
brand symbols (Horsebit, Bamboo Green/Red/Green web, Flora), reinventing them ina
more modern and luxurious way. Their understanding and appraisal of the brand’s heritage
— together with their fresh and modern interpretation - drove Guei to the excellent results
achieved in 2006.

Through a creative and innovative offering, underscored by an enhanced communication
policy and the development of exclusive, luxurious and desirable products, Gueci has thus
confirmed its outstanding growth potential in its main product categories and regions
worldwide.

STRATEGY

Gucci’s growth strategy emphasises three main areas of aclion. The brand is capitalising on
its lead positioning in luxury fashion, innovation and product quality. It is maintaining the
momentum achieved in leather goods and shoes, based to Gucci's historical core business.

BREAKDOWN OF 2006 REVENUE
BY PRODUCT CATEGORY

6.9%
Other
4,5%

Jewellery

7.2%

Watches ‘/ 35.5%

=" Leather goods

125%

Ready-to-wear

e 19.0%
Asia Pacifi
excludsi;g ]acp:al: Japan 13.4%
Shoes
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Moreover, the brand exploits new opportunities in ready-to-wear while
investing in long-term opportunities such as jewellery and watches
and in complementary and innovative networks like e-commerce.

Guccl L.,

Guecci operates in 60 countries all over Europe, United States and Asia.
Thanks to its global recognition, the brand has an exceptional appeal
in the main geographical areas. A successful path has been developed
in fast growing emerging markets such as China — where Gucei has
been present for 10 years, with 10 stores at the end of 2006,

FINANCIAL RESULTS

In 2006, Gucci revenue amounted to €2,101 million, an increase of
16.3%. Directly-operated stores represented 70% of 2006 revenue and
recorded a 16.1% increase.

Guect posted a double-digit growth rate in each of the major
geographical areas (excl. Japan) and has also posted substantial
growth in all product categories. Leather Goods — cornerstone to the

Gucci heritage — continues to represent more than 56% of revenue,
an increase of 18.8%.

Gucci recorded a significant increase in recurring operating income,
which rase by 26.0% to €612 million, with operating margin a1 29.1%,
compared {o 26.9% in 2005,

HIGHLIGHTS OF 2006 AND OUTLOOK FOR 2007

In February 2006, Frida Giannini — who was already responsible for
Accessories and Women's Ready-to-Wear = became the sole Gueci
Creative Director, and also assumed responsibility for Men's Ready-
to-Wear. In her first Spring-Summer men's collection in 2007 she
exploited the coordination of Gucei woman and Gueci man.

The Guegi brand celebrated its 85th anniversary in 2006, Frida
Giannini marked the occasion by presenting a new limited edition
handbags ¢collection which pays homage to the brand icons, to be sold
exclusively from July to December.

In June, the Gucci timepieces activity, managed by the Gueci Group,
was directly integrated into the Gueci brand. This integration will
combine under a unified strategy the proven watch-making expertise
of the Swiss with the brand’s management skills.

In the same period, Gucci signed a new global long-term exclusive
licensing agreement with Procter & Gamble Beauty for the production,

sale and distribution of luxury fine fragrances, with the aim of developing
the untapped potential of the fragrance industry for the brand.

In the fourth quarter of 2006, Gucci notably opened two new flagships
in its key markets. The brand inaugurated an eight-story glass tower
in Ginza Tokyo, representing the most striking and luxurious Gueci
retail destination. At Hong Kong landmark, Gucci has opened a two-
level boutique in the Central District of Hong Kong. In 2006, Gucci
opened 12 new stores, increasing the number (rom 207 at the end of
2005 to 219 as December 2006.

In 2007, Gucci will continue to bolster its strategic markets and
develop emerging markets. The brand will continue to develop its
network of directly-operated stores and will pursue the renovation
of boutiques on strategic sites. In December 2006, a lease was signed
for the new flagship store New York, expected to open in 2008 and
become the largest Gueci store in the world.

REVENUE AND RECURRING OPERATING INCOME
(in € million)

2,101

612

2004 2005 2006

IE Revenue

D Recurring vperating income

! Adjusted for the reparting period of Gueci Group.
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THE GROUP'S ACTIVITIES
Bottega Veneta

BOTT.

ST IAYY VTS . & ST T e ¥ R e

Brand established in

1966
267

€ million in revenue in 2006

[ 55

—_——

l income in 2006

1 926

employees at the end of 2006

97

of 2006

P = — = — T

€ million in recurring operating

directly-operated stores at the end

g ——————— e —

BREAKDOWN OF 2006 REVENUE
BY GEOGRAPHICAL AREA

0.1%
Other

19.5%
Asia Pacific
excluding fapan \

19.6% —

North America

29.7%

Europe

FGA V.

—
—
)
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BUSINESS CONCEPT

Bottega Veneta — meaning “Venetian atelier” — creates luxury goods based on its core values
of quality, craftsmanship, exclusivity and discreet luxury. The brand began as a leather goods
house made famous through its signature intrecciate, a unique leather weaving technique
created by the Bottega Veneta craftsmen, and it now has a full product range of leather goods
(handbags, small leather goods and a complete luggage collection), men and women'’s ready-
to-wear, shoes, and other accessories. The brand recently launched fine jewellery, new home
furniture collections and decoration accessories.

Bottega Veneta products are sold exclusively through a tightly controlled distribution network
of directly-operated stores, exclusive franchise stores and carefully selected department and
specialty stores around the world.

POSITIONING

From its inception, Bottega Veneta has been synonymous with the highest craftsmanship, the
choice of finest materials, and a design style that is innovative yet sober. It was the first brand
to introduce the deconstructed bag as opposed to the usual rigid construction of handbags
coming from the French school.

Under the creative impetus of Toras Maier and a new management team, Bottega Veneta has
re-established its high-end luxury positioning with products that satisfy the most demanding
clients. By combining traditional tuxury values — exclusivity, crafismanship and the highest
quality — with innovation, Bottega Veneta products present both modernity and timeless
elegance. Bottega Veneta owes its exceptional product quality to the work of its meticulous
craftsmen based in its Venice workshop. The brand’s slogan, “When your own initials are
enough”, and the Bottega Veneta signature found solely inside its products are testament to
the brand’s understated elegance.

BREAKDOWN OF 2006 REVENUE
BY PRODUCT CATEGORY

31.1%
/ Japan 3.2% /
Gih
er \ /
6.2% — 83.5%
Leather goods

Shoes V
71%

Ready-to-wear
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Bottega Veneta L _|

STRATEGY

Bottega Veneta is determined to reinforce its positioning as a
luxury lifestyle brand. This is reflected through innovation and the
preservation of exclusivity for its flagship leather goods and its most
successful activities, namely read-to-wear, shoes, jewellery and home

furniture. In addition, all product Jaunches are part of a well-planned
and carefully executed strategy.

Boltega Veneta is and will remain an exclusive niche market luxury
brand.

FINANCIAL RESULL'S

Bottega Veneta posted record performances in 2006. Revenue grew
to €267 million from €160 million in 2005, an increase of 67.2%.
This performance is primarily due to the remarkable success of the
collections, in both existing and newly opened directly-operated stores

(84% of the brand revenues), as well as in the wholesale distribution
nelworks.

In 2006, Bottega Veneta posted recurring operating income of
€55 million, up 298.5%.

HIGHLIGHTS OF 2006 AND OUTLOOK FOR 2007

In 2006, Bottega Veneta was voted the *Most prestigious luxury brand” in
the United States, based on a study ¢onducted by the Luxury [nstitute with
American customers. In the UK, the brand was awarded the esteemed
“Walpole Award of International Luxury Brand” This is awarded to the
international luxurybrand that has had the greatest international impact
in terms of sales, services and exposure in 2006.

The brand’s best sellers continue to be the iconic Veneta and the exclusive
limited edition Cabar handbag, which continues to fill the waiting lists
in many stores. In February, the brand honoured its first special order
for a crocodile Cabar with a sale price of €60,000 and sold five others
during the year.

Sure to be a top seller for the brand, there is already a strong demand
for the new line of intrecciato (seamless) handbags presented during
the 2006 Fall-Winter collection.

Using this expertise, in May 2006 Bottega Veneta patented its intrecciato
weaving technique in italy. To preserve the excellence and exclusivity of
its leather goods, Bottega Veneta opened a school for deather craftsmen in
October. The school will select and train the students in the know-how
and painstaking work required 1o produce Bottega Veneta handbags.

In April, the Bottega Veneta product range was enhanced by a
unique jewellery line whose first collection is inspired, once again,
by the intrecciato technique and a new ensemble of interior furniture
and decoration accessories that respect the brand’s tradition of
craftsmanship. Botiega Veneta also expanded its offering into
timepieces with the launch of two clocks during the 2007 Spring-
Summer show.

Backed by the success of the first women’s ready-to-wear fashion show
in 2005, Tomas Maier presented the brand’s first men’s fashion show in
June 2006 for the 2007 Spring-Summer collection.

Bottega Veneta continued to open stores in 2006, increasing the number
from 83 at the end of 2005 to 97 at the end of 2006. Two new flagship
stores were opened on Avenue Montaigne in Paris {300 square metres)
and Tokyo's Omotesando district {270 square meters). The year 2006
was also marked by the launch of the first e-commerce channel in the
US, which is already a tremendous success.

In 2007, the brand plans to open several additional stores including a new
Magship store in Tokyo's Ginza area. The store will be the brand’s largest
store (603 square meters). Bottega Veneta will also enter the Chinese
market in the year with its first two stores in Shanghai and Beijing.

REVENUE AND RECURRING OPERATING INCOME

(in € million)

267

160

: Revenue

D Recurring operating income

! Adjusted for the reporting period of Gucci Group.
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| Yves Saint Laurent

INTJAURENT

BUSINESS CONCEPT

Brand established in Founded in 1961, Yves Saint Laurent is one of the greatest fashion names of the late 20th century

1 96 1 and a brand whose history is unigue. With an aura of magic that has crossed the barriers of
time and borders, Yves Saint Laurent embodies fashion and creativity.

1 94 The brand creates and markets a full product range of women and men’s ready-to-wear, leather
goods including small articles, shoes and jewellery. Yves Saint Laurent women's ready-to-wear
€ million in revenue in 2006 are manufactured in its own French workshops.
The Yves Saint Laurent network currently has 63 directly-operated stores, including flagship
--49 stores in Paris, New York, London, Milan and Hong Kong. Those directly-operated stores
€ million in recurring operating generated more than twao thirds of Yves Saint Laurent revenues in 2006. The brand is also present
income in 2006 in the most prestigious boutiques and multi-brand department stores in the world.
employees at the end of 2006 POSITIONING
Since its creation in 1961, Yves Saini Laurent has indelibly marked the fashion industry and
6 3 enjoyed global success. Its founder, the couturier Yves Saint Laurent, has built a reputation as
directly-operated stores at the end one of the 20th century’s most innovative and provocative designers, He instigated the move
of 2006 toward ready-to-wear collections, which represented the first step in making designer labels

accessible to a wider public.

N - = Yves Saint Laurent was acquired by Gucci Group in 1999 and since then the brand has been
repositioned at the top end of the Juxury goods market. Under the management of Valérie
Hermann, appointed CEQ in 2005, and Stefano Pilati, Creative Director since 2004, the brand
has renewed the exceptional legacy of its founder while bringing a contemporary approach 1o its
men and women's ready-to-wear collections, leather goods, shoes and jewellery, Around the world,
Yves Saint Laurent is synonymous with perfection for both men and women's ready-1o-wear,
combining elegance, discreet but recognisable lines, refined details and top-quality fabrics.

The brand has expanded its modet product lines for leather goods and small leather goods, thus
developing iconic products like the Muse bag.

BREAKDOWN OF 2006 REVENUE BREAKDOWN OF 2006 REVENUE
BY GEOGRAPHICAL AREA BY PRODUCT CATEGORY
5.2%
Other 0.9%
Silk
14.0% 39.7%
Asia Pacific Ready-to-wear
exduding [apan
.8
43.5% 118%
Europe
10.9%
Japan

26.4% / /

North America 40.3%
Leather goods
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Yves Saint Laurent

STRATEGY

Yves Saint Laurent is currently implementing a plan to improve its
financial performance by developing revenue, increasing its gross
matgin and controlling operating costs.

Within the framework of the brand’s repositioning, the company's
prime objective is o conlinue creating highly desirable products,
teflecting the very essence of the brand, leverage its historical presence in
ready-to-wear, broaden the product range and expand into the strong-
growth categories represented by leather goods and accessories.

FINANCIAL RESULTS

Yves Saint Laurent’s revenue totalled €194 million in 2006, an increase
of 19.5%.

The directly-operated stores generated 68% of revenue in 2006, an
increase of 20.9%. All product categories posted a positive growth
rate, with a special mention for the leather goods category, which

grew by more than 50%, thus representing approximately 40% of
the brand turnover.

Recurring operating losses were significantly reduced to €49 million,
compared to €66 million in 2005,

HIGHLIGH'T'S OF 2006 AND OUTLOOK FOR 2007

2006 repeated the favourable trends of the prior year-end. This year
was a turning point for Yves Saint Laurent, which renewed with
commercial success and revenue growth,

The ready-to-wear fashion shows were acclaimed by the press and the
celebrities. Yves Saint Laurent has thus consolidated its place among
the top luxury brands in its main markets.

The brand also enjoyed several major commercial successes with its
newest handbags, notably the Muse. Launched at the end of 2005,
Muse is already a flagship product. This success was followed by the

launch of the Double and Rive Gauche handbags in the second half
of 2006. Moreover, by the end of the year, the brand started to market
a new and promising handbag, the Dowsntown. Small leather goods,
belts, jewellery and shoes also posted impressive growth rates.

The brand relocated its flagship Tokyo store to the Omotesanto
Hill area. A directly-operated store was inaugurated at the Breeze
Center in Taiwan, as were new points of sale around the world in
department stores and under franchise agreements, Certain stores
whose performance was poor were closed or transferred, bringing
the number of network units to 63 at the end of 2006,

REVENUE AND RECURRING OPERATING INCOME
(in € million)

194

169

I:] Reverue

I:] Recurring operating income

! Adjusted for the reporting period of Gueci Group.
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b1 YSLBeauté

YSL

EAUTE

626

€ million in revenue in 2006

32

€ million in recurring operating
income in 2006

3,517

employees at the end of 2006

BREAKDOWN OF 2006 REVENUE
BY GEOGRAPHICALAREA

5.4% Other

4.7%
lapan \ 7
/
61% ___

Asia Pacific
excluding Japan

13.7%

North America

BUSINESS CONCEPT

YSL Beauté creates, produces and distributes fragrances and cosmetics under the Yves Saint
Laurent and Roger & Gallet brands, as well as fragrances for Gucei Group Brands such as
Stelta McCartney, Boucheron and Alexander McQueen. The company also produces fragrances
under license for Oscar de la Renta and Ermenegildo Zegna. YSL Beauté’s operations are fully
integrated in a single production plant in France and marketed through 17 retail subsidiaries.
The Division sells its products through leading department slores, prestige specialty stores
and duty-free shops. The brand uses distributors and agents, overseen by its regional offices,
to reach the markets not covered by its subsidiaries.

STRATEGY

YSL Beauté is a major player in the fragrance and luxury cosmetics market. As a multi-brand
company, it develops and expands each one on the basis of the brand’s distinctive features.
Its products represent the state of the art in terms of quality, creativity and technology. YSL
Beauté’s business is international in scope, and the company ensures that its products and
brands are present on its key markets in order to develop new growth drivers. YSL Beauté’s
flexibility and reactivity enable it to respond promptly to changing market trends. The
company strives constantly to be cost-competitive and focuses on investments generating
the greatest return.

YSL Beauté contributes to the global awareness of the Yves Saint Laurent brand as well as of
Roger & Gallet, Boucheren and Stella McCartney, and provides Gucci Group with privileged
access to the luxury fragrances and cosmetics sector.

BREAKDOWN OF 2006 REVENUE
BY PRODUCT CATEGORY

0.4%
Other

6.0%

Skincare products \\
-

70.1%

Burope —— 65,4%

Fragrances

282%
Cosmetics
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THE GROUP’S ACTIVITIES
YSL Beauté

FINANCIAL RESULTS

In 2006, YSL Beauté’s revenue totalled €626 million, an increase of
2.4%. Sales were driven by the success of the YSL brand products, and

particularly make-up and fragrances. Recurring operating income was
up considerably at 5.2% compared to 2.9% in 2005,

HIGHLIGHTS OF 2006 AND OUTLOOK FOR 2007

The year 2006 was characterised by the reorganisation of the YSL
Beauté head office and industrial activities and the set-up of a new
strategy focusing on priotity brands and key markets. The Bernay
factory was sold in early July 2006.

The activity of YSL Beauté is especially driven by Yves Saint Laurent
make-up, a strategic pillar of the brand and the group. In 2006,
several new products contributed to its success: Golden Gloss
(lipstick), Maseara Infinity Curl, New Summer Look and the Perfect
Touch make-up line. YSL Beauté is also planning the launch of two
new products, Everlong Mascara and Lip Twins under the Yves Saint
Laurent brand.

In fragrances, the brands of creators such as Stella McCartney will
continue to devetop. Two new perfumes were launched in the second
half, Stella In Two by Stelta McCartney and a new men’s fragrance
under the Yves Saint Laurent brand, L'Homime Yves Saint Laurent.
This riew fragrance, which combines creativity with loyalty to the

brand’s fundamental identity, is one of the world’s best selling men's
fragrances.

In skin care, the focus has been on the Hydra feel beauty care product
Temps Majeur, a high-end line, which represents the core of YSL
Beauté’s skin care business.

In early 2007, Anglo-Saxon countries will see the inauguration of a
100% bio beauty care product, called Care, under the Stella McCartney
brand.

Among the other brands, Roger & Gallet celebrated the bicentenary
of Eau de Cologne Jean Marie Farina with an exceptional collection
announcing the new brand positioning from 2007.

[n October 2006, YSL Beauté signed an agreement with Van Cleef &
Arpels for the early termination of their fragrance and by-product
licence under the Van Cleef & Arpels brand. The agreement will be
effective early 2007.

REVENUE AND RECURRING QOPERATING INCOME
(in € million}

626

32

2004' 2005 1006

'i] Revenue

E] Recurring operating income

! Adjusted for the reporting period of Gucci Group.
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THE GROUP’S ACTIVITIES
Other brands

[ e e -

381

€ million in revenue in 2006

1,660

employees at the end of 2006

directly-operated stores at the end
of 2006

Other brands

The following section covers Balenciaga, Boucheron, Sergio Rossi,
BEDAT & CO, Alexander McQueen and Stella McCartney. Since
joining Gucci Group, all of these brands have seen their sales increase
significantly, thanks to the individual creative vision of their designers
and the Group’s financial support.

Gueci Group's support involved substantial investments to fund the
development of collections, the opening of exclusive stores in various
75 fashion capitals, the development of the wholesale network for
department stores and specialty stores on a worldwide scale, and the
implementation of the infrastructure needed to manage the growth.

BALENCIAGA

The House of Balenciaga is one of the most influential forces in
fashion. Founded in 1919 by Cristébal Balenciaga and established in
Paris from 1936, it defined many of the greatest movements in fashion
from the 1330’ to the 1960’s. The provocation of its design and vision,
the mastery of techniques and cut, and the constant innovation in
fabrics marked out a special place for Balenciaga in the hearts and
minds of its privileged clients and followers.

In 1995, Nicelas Ghesquitre joined Balenciaga and presented his first
collection Lwo years later, at the age of 26, The numerous distinctions
awarded this young designer, who was able to capture the attention
of both the media and clients, have largely contributed to the brand’s
commercial success.

While the brand’s identity is firmly anchored and evoked in its highly
symbolic ready-10-wear collections, the bag and shoe ranges have also
enjoyed phenomenal success worldwide, The women's ready-to-wear
collection spans & wide price range, from the most emblematic items
to the more “universal” products, thus opening Balenciaga's style to
a wider public.

26 2006 FINANCIAL DOCUMENT - PPR
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In the early years of its modern renaissance, Balenciaga deliberately
prioritised the exclusivity of its distribution. With a solid product
portfolio and strong demand for the brand’s bags, clothes and
shoes, Balenciaga is looking at selective international growth for its
distribution network. The priority now is to ensure that the brand is
represented in an environment that respects the brand’s spirit, not
only in directly-operated stores but also via franchisees and points of
sale in the leading multi-brand stores.

Additional openings are planned for 2007 in [taly and the US, and in
Japan, through the Balenciaga Japan joint venture set up in 2006,

Franchise and exclusive distribution arrangements were also
concluded with leading partners in key franchise markets such as
Hong Kong, Taiwan, Singapore, South Korea, Russia, Turkey and the
Middle East.

The house of Balenciaga paid a sumptuous homage to its founder
though an exhibition at the Musée de la Mode et du Textile de Paris
from july 2006 1o January 2007. This initiative will be renewed in 2007
during a retrospective at New York's Metropolitan Museum of Art

honouring Paul Peiret, one of the 20th century’s great couturiers.
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BOUCHERON

Boucheron is the French jewellery par excellence. Established in 1858,
Boucheron was the first jewellery to establish a store on the famous
Place Vendéme in 1893. It was also the first to use new materials in
its jewellery and launch innovative products, such as interchangeable
watch straps. For nearly 150 years, Boucheron has been a trend-setter
in the exclusive world of luxury jewellery, acquiring an international
reputation.

A Gucci Group subsidiary since 2000, Boucheron manufactures and
markets jewellery, watches and luxury fragrances through directly-
operated stores, in¢luding its Place Vend6me flagship store in Paris,
franchise stores, department stores and exclusive multi-brand
boutiques. Three new franchise boutiques were inaugurated in Hong
Kong, Kuala Lumpur and Baku in Azerbaijan. Boucheron continued

its sales development for department stores and multi-brand stores
in new markets, such as Spain and the Middle-East.

In July 2006, Boucheron launched a new luxury jewellery collection
called Trouble Désir II, following the resounding success of the
Trouble Désir collection, and a new jewellery line Exquises Confidences,
as well as a new women's watch Reflet. These new items were all very
well received and contributed to the positive results posted in 2006.

Furthermore, Boucheron has diversified its offer in cooperation with
other Luxury brands. The jewellery has thus decorated the famous
Alexander McQueen python Novak handbag and adorned two Vertu
mobile telephones.

Boucheron's fragrance business has been managed by YSL Beauté
since 2003.

serglo rossi

Since its creation as a calzaturificio or shoemaker in the late Sixties in
ltaly, Sergio Rossi has relied on its undeniable expertise to promote a
very specific vision of the shoe as a“beauty product” for the feminine
sithouette. The brand also articulates its vision through accessories in
leather goods and small leather goeds as well as men’s shoes.

Following an acquisition process that began in 1999, Gucci Group
assumed full control of Sergio Rossi in 2006, a turning point in the
shoemaker’s history.

The creations of Edmundo Castillo, appointed as the brand’s Creative
Director last year, were very well received and contributed to the

remarkable revenue growth in 2006. A new leam was also appointed
1o provide fresh impetus to the development of leather goods.

Sergio Rossi products are sold in 43 directly-operated boutiques,
and through 19 franchises as well as an exceptional department
and specialty store sales network. Renewed interest in the brand
contributed to the opening of new stores, including the flagship New
York store and several franchised boutiques, particularly in China
where Sergio Rossi pioneered the women's luxury shoe industry and
now operales 4 stores.
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Other brands

BEDAT & C*®

GENEVE

Founded in 1996 by Simone and Christian Bédat, BEDAT & CO is
an exclusive and contemporary watch brand which combines quality
with timeless value, BEDAT & CO watches are distributed primarily
in the United States, Italy and Japan. BEDAT & CO offers a limited
number of models, whose quality and Swiss origin are guaranteed by
the AOSC® certificate.

In June 2006, when Gueei Group Watches was integrated into the
Gueci brand, BEDAT & Co was aligned with Boucheron,

The new management’s goal for the coming years is to continue to
encourage the brand’s growth by extending product offerings and
expanding distribution, in order to realise its full potential.

ALEXANDER

MQUEEN

Known for his audacity and creativity, Alexander McQueen has an
impressive reputation in the world of fashion.

A subsidiary of Gucci Group since 2001, Alexander McQueen
primarily markets women’s accessories and ready-to-wear. New
categories of men's ready-to-wear, shoes and small leather goods
have been added to the brand portfolio, enabling a broader global
offer. In view of the success of the handbag line ¢created for the 2005
Fall-Winter collection, it was developed further in the 2006 Spring-
Summer collection. It represents a promising base for the Alexander
McQueen accessories collections.

In addition, the company has entered into several strategic licensing
agreements that will enable the international marketing of its creations
to a wider public. Initiated in June 2005, the exclusive three-year
licensing agreement with Puma AG invelves a co-branded line of
high-end sport shoes for men and women The agreement signed
with SINV SpA in November 2005 enabled the launch of a ready-to-
wear jean denim line marketed under the McQ label. Bolstered by a
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worldwide advertising campaign, the first two collections, 2006 Fall-
Winter and 2007 Spring-Summer, were particularly well received by
the press and buyers.

In July 2006, the brand announced a partnership with Samsonite to
develop a capsule luggage collection Samsonite Black label by Alexander
McQueen that will be marketed in the first quarter of 2007.

Alexander McQueen products are distributed in direcily-operated
stores, department stores and high-end specialty stores. The brand has
three directly-operated stores in London, Milan and New York. In the
last two years, Alexander McQueen has opened several shop-in shops
with leading store chains in the UK (Harvey Nichols and Selfridges),
France (Le Printemps), Asia (Joyce in Hong Kong and Via Bus Stop
in Tokyo} and in the US (Saks 5th Avenue}.

The first franchise for the brand was inaugurated in Istanbul in
September 2006, with an additional opening planned for a prime
location in Moscow by April 2007,
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Other brands

STELL/MCcCARTNEY

Created in partnership with Gueci Group, the Stella McCartney
brand unveiled its first collection of ready-10-wear to the media and
leading clients from around the world in October 2001, Since then,
the brand's operations have developed at a steady rate, and collections
of shoes, bags and other accessories have been added to the core
ready-to-wear activity.

The Stella McCartney brand is distributed thorough three directly-
operated stores in New York, London and Los Angeles. Its products
are also available through a worldwide distribution network, where
the brand’s collections are presented in in-store environments that
feature the brand’s emblems.

The strength and breadth of appeal of the Stella McCartney brand
name has also been demonstrated by the suecess of its licenses. They are

carefully managed and granted to major international partners capable
of respecting and promoting the brand’s identity and values.

YSL Beauté accompanied the launch of the Stefla fragrances in 2003
and Stella In Twe in 2006, both of which were highly successful.

Licensed Stella McCartney eyewear has also been distributed since
2003,

In early 2005, a major partnership agreement was signed with Adidas
for a women's sportswear line. Adidas by Stella McCartney products
are now distributed throughout the world thus enabling the successful
launch of new lines, including Tennis and Wintersports in 2006.

[n December 20086, Stella McCartney announced a distribution deal
with Unit & Guest in Japan and the opening of its first flagship store
in this country by 2008.
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Presentation of the Retail activity

+ Leading companies in France and worldwide
+ 80.1% of PPR’s total revenue
» 46.0% of revenue generated outside of France
o 11.3% of revenue over the Internet

o 57.3% of PPR’s recurring operating income (excl. holding company)

A PORTFOLIO OF LEADING AND INNOVATING
BRANDS

14,365

€ million in revenue in 2006 .
PPR is a European market leader in the promising retail markets of electronic goods and

household appliances, apparel, furniture and cultural products. As a result of CFAO presence,
759 PPR is also active in Africa, where the Group leads in automotive and pharmaceutical

distribution.
i € million in recurring operating
i income The reputable companies of PPR have strong growth potential and combine all sales formats:

: i specialist stores in city centres or suburbs and home shopping by catalogue and e-commaerce,

a segment in which PPR is now a leading player.

\ 6 4 8 9 1 The companies’ innovation capacity is also a key development asset. In fact, they are constantly
? 3 adjusting and reinventing themselves, depending on customers and consumers’ desires and the

evolution of products and services. To achieve this, the companies launch new differentiating

concepts which give them a major competitive advantage.

employees at the end of 2006

527

!
E company stores at the end of 2006
| (direcily-operated and affiliated)

BREAKDOWN OF 2006 REVENUE BY COMPANY BREAKDOWN OF 2006 REVENUE BY PRODUCT CATEGORY
15.4%
CFAO
20.8 % 28.4%

Other Electrical and
houschold appliances

22.8% —

Conforama
13.5%
Cultural

d products - \ 71.8 %
Fashion, accessories,
\ 15.5 % / beauty care
31.6% Frac Furniture
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Presentation of the Retail activiy - _ |

Companies Classification Positioning
Redeats No. | in B-to-C* home shopping in France, Scandinaviaand ~ Leading fashion brand, 2 multi-channel operater,
Portugal specialist catalogue concepts

No. 3 worldwide in home shopping, fashion and home decoration

Friac No. t retailer of cultural and technological products in France, Historical pioneer in new technelogics, unequalled range
Belgium, Spain and Portugal of books and publications
Condorama No. | in furniture in France Positioned as a discounter with a multi-style and multi-

No. 2 worldwide in household equipment

product offering and immediate availability of products

CEAD No. ! in automotive and pharmaceutical distribution in Africa and  Over a hundred years of experience on the African

the French overseas departments and territories

continent, dedicated professional teams, exclusive
agreements with the major global brands

* B-to-C: Business-to-consumer

INTERNATIONAL PRESENCE, A MAJOR GROWTH DRIVER

PPR focuses particular attention on developing its companies abroad,
which is an important growth driver, In 2006, the international
segment accounted for 46.0% of total Retail revenue and 46.6% of
recurring operating income. Thanks to their relevant concepts and

BREAKDOWN OF 2006 REVENUE
BY GEOGRAPHICAL AREA

54.0%

France

1.1%

Asia and Oceania

10.6%

Americas

12.2%
Africa

22.1%

Europe excl, France

team expertise, the Group’s companies have successfully gained a
solid foothold abroad. They focus on two strategic growth objectives:
consolidating their presence on traditional markets and setting up in
new countries offering high potential.

BREAKIDOWN OF 2006 REVENUE

BY SALES FORMAT
50.8%
Stores
16.2%
Other ~ //
¢
1
1L.3%
Internet
21.7%
Catalogues
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THE GROUP’S ACTIVITIES
Presentation of the Retail activity

INCREASE IN INTERNET SALES

PPR has become one of the leading players in e-commerce thanks to
its brands’ reputation and their expertise in logistics and customer
relations. In 2006, the Group recorded revenue totalling €1,629 million,
an increase of 23.1%.

Increasing use of the Internet has generated substantial momentum
for PPR sales, boosted sales performance and generated new synergies
thanks to the complementary nature of the various PPR sales
formats.

The Internet is a supplementary sales channel that attracts new
customers to the Group’s companies which extends and diversifies
the offering, particularly through on-line sales, and transforms
customer relations through more personalised ranges. The company’s
web activity proved the strongest growing sales channel, recording
exceptional growth rates in some product categories such as white
goods (home appliances), brown goods (retail electronics) and grey
goods (computers and mobile phones).

CUSTOMER SATISFACTION: A TOP PRIORITY

The optimisation and personalisation of customer relations are among
the constant challenges [aced by the PPR Group, the focal points being
customer knowledge, satisfaction and loyalty.

The Retail companies have placed a great emphasis on in-store
reception and service. Customer satisfaction, and consequently the
performance of the sales cutlets, depends on the quality and skill of
the sales teams in their day-to-day work.

Most of the Group companies have launched loyalty card schemes
as a way of stimulating customer relations, thus providing another
element of support for customer service. Cardholders are entitled to
savings and special services.

Finally, PPR also offers after-sales service as another means of
optimising customer service. Since 2002, the Group has combined
the expertise of its companies to offer an effective, permanent after-
sales service.

A STRONG STORE NETWORK DESIGNED TO MAKE SHOPPING A PLEASURE

There is a growing need among consumers for shopping to be a
pleasant, novel and appealing experience, The PPR companies have
responded by adapting their sales areas, thus encouraging customers
to consider new products in an aesthetically pleasing, welcoming
and human environment. While ensuring that the fundamentals of

an identity are maintained, the Group companies have also focused
on what makes them stand out by setting up new store layouts and
upgrading the commercial architecture of their stores and product
displays. The sales areas bear the individual stamp of each company,
recognisable internationally.

CONSTANT PURCHASING OPTIMISATION

PPR has set up many Group-wide structures and tools to optimise
its purchasing. This entails the sharing of expertise common to
all its companies, the pooling of resources, bulk purchasing and
rationalisation and the industrialisation of methods.

[fthe Group companies specialise in managing sales and marketing the
product range, formulating their requirements based on sales policy
and customer characteristics, it is PPR Purchasing that negotiates with
suppliers. PPR Purchasing is the Group’s central buying unit for white
goods (household appliances), brown goods (retail electronics), grey

32 2006 FINANCIAL DOCUMENT - PPR

goods (computers and phones) and consumables {batteries, printer
cartridges, and CD-ROMs).

For brand products, PPR Purchasing negotiates annual framework
contracts with all suppliers, and the purchase prices for all products
whether or not they are commen to several companies. As far as in-
house brand products such as Grandin/Hsher or exclusive brands like
Saba, the involvement of PPR Purchasing makes it possible to setupa
flexible organisation based on the Group's expertise. Quality tests are
conducted in the laboratories of La Redoute and Fnac,



In 2006, PPR Purchasing negotiated more than €2.2 billion worth of
direct purchases, generating savings of €18 million.

Buyco is the Group’s shared platform which centralises purchases
of non-commercial goods and services used by the companies,
including till bags, point-of-sale advertising support, transportation,
photocopiers or advisory services. [n 2006, Buyco negotiated more
than €1.1 billion worth of indirect purchases, improving purchasing
terms and conditions by €18.8 million.

[

THE GROUP’S ACTIVITIES }

Presentation of the Retail activity

Two cross-functional purchasing tools, namely e-sourcing, which
enables the organisation of on-line auctions involving several suppliers,
and e-procurement {on-line procurement for indirect purchases},
have been added to reinforce the structures used to improve and
streamline Group procurement management.

[n 2006, PPR negotiated €341 million worth of purchases using Agentrics,
with savings of more than 10% on the recommended price.

LOGISTICS, THE STRONG LINK IN DISTRIBUTION

PPR endeavours to supply top-quality products on time, at the right
place and at the lowest cost.

The adaptation of logistics to changing markets and ever-distant
sourcing locations is a Group priority. For the 2004-2008 period, PPR

is pursuing three main objectives: optimisation of territorial coverage,
greater centralisation thanks to increased storage capacity, and lower
transport and rental costs.

FINANCIAL RESULTS

In 2006, sales by the Retail activity remained steady, increasing by 3.3% to €14,365 million, against a backdrop of lower consumer spending.

Recurring operating income stood at 759 millien euros.

REVENUE AND RECURRING OPERATING INCOME
(in € million)

13,906

14,365

13,456

736 759

729

2004 005 2006

@ Revenue

|:| Recurring operating income

BREAKDOWN OF 2006 RECURRING OPERATING INCOME
BY COMPANY

/ 22.4%
23.9% Fnac¢
Conforama
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b i Redcats

REDCATSGroup

= No. 1 in B-to-C' home shopping in France, Scandinavia and Portugal
2 No. 3 worldwide for home shopping in fashion and home decoration
@ Active in 28 countries through 17 brands

+ 3 distribution channels:

— over 60 e-commerce siles
—~ over 30 catalogues
-~ over 100 stores in France and internationally

+ 30.4 million active customers in the world
+ 24 million individual visitors per month on all the global sites

= Over 100 million parcels distributed per year

1[ I BUSINESS CONCEPT

4)3 3 2 Redcats represents a common business line, home shopping, drawing together established,
easily identifiable brands that are leaders in their respective markets. Redcats primarily retails
products in the areas of apparel and home furnishings and appliances. The company is active
in 28 countries, including 11 through partnership, and uses a multi-channel retail approach
22 5 combining catalogues, Internet sites and specialty stores.

€ million in revenue in 2006

I € millien in recurring operating
income in 2006

19,959 A PORTEOLIO OF LEADING BRANDS

employees at the end of 2006

Redcats has a portfolio of prestigious brands. Whether specialists in a specific segment or

60 . multi-specialists serving a wider audience, they develop new products and services. The brands
More than e-commerce sites constantly seek to be at the cutting edge in terms of innovation and creativity in order to
better anticipate customers' expectations and meet their wishes.

BREAKDOWN OF 2006 REVENUE
BY SALES FORMAT

4.7%

Stores

\

31.2%

Internet

64.1%
Catalogues

1. Business-To-Customer: sale by the distributor to a parricular customer,
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THE GROQUP’S ACTIVITIES
Redcats

FRENCH BRANDS

La Redoute, the leading home shopping and women's ready-to-wear
company in France, offers its “French touch” in 22 countries. The
apparel offering is retailed through its specialist and multi-specialist
catalogues such as Anne Weyburn (for older women) or Taillissime
(for men and women's outsizes). The brand also includes home
furnishings and decoration, with specialised catalogues such as
AM.PM., Solutions Maison or So’Home. On the Internet, La Redoute
is the top home shopping company for fashion and home decoration,
with an average of 14 million hits per month in the second half
of 2006, the laredoute.fr website now accounts for 40.2% of total
revenue. La Redoute has confirmed its role as a “style trendsetter”,
adding more and more designers and brands. Despite an unusually
fierce competitive environment in 2006, La Redoute continued to gain
market share over its direct competitors.

La maison de Valérie specialises in household equipment (mainly
furniture and home decoration). [n 2008, it completely revamped
its offering based on the lifestyles and needs of its customers, while
maintaining a positioning based on credit accessibility and attractive
prices. The new slogan, Accomplice to your desires, reflects this
change.

The Redcats Children and Family activity consists of the Vertbaudet,
Somewhere and Cyrillus brands.

Specialising in children, Vertbaudet develops such concepts
as “children’s stories” for ready-1o-weat, “bedroom stories” for

BREAKDOWN OF 2006 REVENUE
BY PRODUCT CATEGORY

12.6%
Other

1.3%

Educational products

5.0%

Electranics \

and domestic appliances

11.2%

Home furnishing

69.9%
Fashion, accessories,
beauty care

decoration and bed linen, and “VB2U", which is exclusively devoted
to 10-15 year-olds, Vertbaudet continues to demonstrate its mastery
of on-line distribution, particularly with the development of new
calegories for its e-commerce site, named the site most visited by
mothers in 2006, and the launch of a site designed for young and
future parents: planet.veribaudet.com. The brand now has a direct
presence in Spain, Portugal, the United Kingdom and Switzerland,
and in Saudi Arabia it operates via a partnership.

Specialising in casual wear, the Somewhere brand has expanded its
biclogical line, called b.i.0. {believe in origins), which was successfully
launched last year.

Cyrillus confirmed the success of its “classic, modern and chic®
positioning and welcomed, for the first time, designer Eric Bergére for
a Fall-Winter 2006 mini-collection. A multi-channel brand, Cyrillus
publishes nine catalogues in four languages (French, English, Japanese
and German) and has a network of 42 boutiques around the world
in addition to its websites. In 2006, Cyrillus launched a new trendy
community fashion site called “chezeyrillus.fr”

The Redcats “Senjor” activity is based on the Daxon brand (fashions in
wellbeing and home furnishings), which now has specialised product
ranges from Edmée (positioned in the accessible casual wear sector)
and Celaia {collection for active women over the age of 45). Daxon
is active in France, Belgium and Great Britain.

BREAKDOWN OF 2006 REVENUE
BY GEOGRAPHICAL AREA

6.9%

Rest of Europe (Belgium, Portugal, Switzerland,

8.1% Spain, Austria, Germany,

Scandinavia (Sweden, Greece, Russia) and Japan

Norway, Finiand,
Denmark, Fstonia)

11.1% 46.4%
United Kingdom France
27.5%
United States
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THE GROUP’S ACTIVITIES
Redcats

ENGLISH BRANDS

EmpireStores offers two multi-specialist collections per year focused
on fashion for the entire family and household equipment products.
In 2006, EmpireStores repositioned itself based by converting the agent
fee to a fidelity programme called “Shop’n'Save”. The programme
will be applied to all product listings in 2007. At the same time,
EmpireStores opened its selection to other Redcats brands, including

Vertbaudet, Ellos and Daxon. EmpireStores confirmed the partnership
forged with English designer Tracey Boyd, who created a women'’s
wear collection. This move was very well received by the press and
customers alike. [n 2006, EmpireStores pursued its Internet initiatives
by launching its first e-catalogue for shoes.

SCANDINAVIAN BRANDS

Ellos, a leading brand in Scandinavia, features affordable contemporary
praducts for the entire family based on such in-house brands as: “Sara
Kelly”, for active women, “Casual Woman” for women seeking the
authentic look, “Joelle”, trendy and original, and “Broadcast”, a men'’s
line of daywear. Jotex,a brand specialising in home textiles, completes
the textile product lines. At the end of 2006, Ellos renewed its Internet
site to develop an on-line department store that includes, in addition
to the complete Ellos range, other Redcats Scandinavian apparel

brands: Josefssons, which focuses on the modern young woman,
Enjoy and Catalog Mail Outlet.

The Scandinavian brands are active in Denmark, Estonia, Finland,
Norway and Sweden and, since 2006, [celand, via a partner. On the
Internet, their performance continues to improve sharply, with 40.9%
of their home shopping revenue generated by this channel in 2006.

AMERICAN BRANDS

The “Misses” women's ready-to-wear division in the United States
features two brands: Chadwick's (contemporary casual fashion for
active women) and Metrostyle {formerly Lerner, for low-priced urban
fashion).

The outsize segment remains the main growth driver for Redeats in
the US, and stifl leads in home shopping. Thus, the Jessica Londen,
Woman Within (formerly Lane Bryant Catalog) and Reaman's brands
performed extremely well in 2006, thanks to a more appealing product
offering and a better targeting of Internet strategies. Among the new
products, the Very Veranesi lingerie collection and a Jessica London
accessory/shoe line were launched, KingSize, an outsize men's brand, also
posted an improvement in activity, mainly driven by on-line sales. The
active wear offering was particularly attractive to the brand’s customers.
The end of 2006 saw the successful launch of OneStopPlus.com, the
community site that unites the outsize offering of Redcats USA,
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In the “Home & Lifestyles” activity, devoted to home furnishings and
decoration, the BrylaneHome brand is being repositioned to centre
on a more selective offering with greater added value. The offering was
compleled by a specialised concept, “BrylaneHome Kitchen”, which
posted significant growth in 2006.

At the end of August, Redcats finalised the acquisition of
The Sportman’s Guide and its subsidiary The Golf Warehouse, one
of the leaders in on-line and catalogue sales of sports and leisure
articles in the United States. The acquisition marks a reinforcement of
Redcats international presence in a promising sector with significant
on-line activity, particularly for The Golf Warchouse, a subsidiary
specialising in home shopping for golf equipment. These two brands
now represent the Sports and Leisure activity of Redcats USA.

In 2006, the American brands earned 38.3% of their home shopping
revenue through the Internet.



THE GROUP’S ACTIVITIES r;?)

Redcats

COMPETITIVE ENVIRONMEN'T

Redcats is the third largest home shopping company in the world
in the apparel and decoration sectors. Redcats is also developing in
the furniture market and, mote recently, sports and leisure in the
United States.

The international home shopping market mainly comprises mail
order companies, which in the past have focused on apparel, The
development of e-commerce and the substantial growth in retail
network selling areas has expanded the market and the competition to
department stores, specialist store chains and Internet companies.

The quality of its fashion and home decoration offering, the positioning
of its specialised brands, the strength of its multi-specialist brands and
its dynamism on the Web, make Redcats a major player in its markets.
‘Thus Redcats is a leader in France, Scandinavia and Portugal in the
B-lo-C home shopping market for apparel and fine decoration, as
well as in the United States in the home shopping apparel market for
women’s outsizes.

STRATEGY

In 2006, Redeats pursued its comprehensive transformation from a
national group of mail-order companies driven by credit and services
to a multi-channel distribution group of international brands.

Innovative brands that offer a renewed product
range

Creativity is a major strategic focus for Redcats, which has bolstered
its product development teams {stylists, pattern designers, graphic
artists, etc.) and broadened the appeal of its in-house brands, which
represent 80% of its apparel revenue. Each season, the brands also
invite designers to visit their collections. In its Fall/Winter 2006
collection, La Redoute presented a Sonia Rykiel children's line and
Sophia Kokosalaki women's fashion products. At Cyrillus, Eric Bergére
created a mini-collection for the entire family. Tracey Boyd continued
1o collaborate with EmpireStores, as did Ralph Kemp with Daxon.

‘Thanks to the Web, the product offering can be updated more rapidly
and frequently at an ever-increasing rate. Accordingly, the Pronto moda
calegogy on the Ellos website and the lamirutemode space on the
La Redoute site present new product trends to their custemers every
month.

A multi-channel approach: on mail-order
leadership also conquered the Internet

Redcats operates via three sales channels, providing the customer
with easy access and greater responsiveness, [n addition to traditional
catalogue sales, there is a network of some one hundred stores. Lastly,
the Internet is proving to be an increasingly powerful channel for
all brands and geographical areas. Backed by proven know-how in

home shopping management and customer relations, and a logistics
infrastructure for parce] deliveries at competitive prices, Redcats
has developed a vast Internet network of over 60 e-commerce sites.
Through new offerings and innovative services, e-commerce has
renewed and enhanced the relation forged with customers.

"The increased use of the Internet as a sales channel at Redcats Group
was confirmed by several successfully launched innovations. In France,
Cuisine ¢ Co was launched by La Redoute. Accessible only via the Web,
the concept is designed “for all those who like to cook and receive”.
L.a Redoute has also entered the mobile Internet era by offering a
complete order taking service on mobile phone,

In the United States, the outsize activity has launched Onestopplus.com,
considered the leading retail centre of this kind. In the same community
spirit, Vertbaudet has inaugurated planet.vertbaudet.com for young
and future parents. In France, Shopoon.fr, has been the leading Web
shopping guide since May and was awarded an Oscar from LSA (trade
magazine) for innovation in the home shopping and E-commerce
category. Lastly, Rushcollection.com, the site fashion brand specialist,
unveiled a new visual image and reworked ergonomics to welcome
new brands. The site should soon have an English version.

In 2006, [nternet revenue amounted to €1,353 million for the Redcats
Group, up 23% from 2005. This channel represents 33.8% of home
shopping revenue, compared to 27.1% in 2005.

In addition to its catalogues and websites, Redcats has demonstrated its
know-how with tespect to the management and coordination of store
networks, as shown by the performances of the Cyriflus, Somewhere
and Vertbaudet brands. For its part, La Redoute announced the roll-
out of its new store concept in 2006. The store, So’Redoute, is entirely
devoted to women's fashion and accessories.

2006 FINANCIAL DOCUMENT - FPR 37



{ _2—2_] THE GROUP’S ACTIVITIES

Redcats

Dynamic international development

Redcats earns 53.6% of its revenue outside France. This significant
international presence allows Redcats to balance its growth drivers
and illustrates the company’s ability to regionalise and extend the
French brands in its portfolio. In 2006, Redcats Group continued to
expand internationally either via a direct presence, or by capitalising
on infrastructures and resources already in place such as in Norway, or
by opening outlets in new countries with a limited start-up investment
as in Greece and Russia. Redcats is also forging partnetships with
national home shopping leaders (such as Postal Market in Italy or
Neckermann in Germany), and agents (Croatia, lceland, etc.), while
also entering into retail partnerships {Cyrillus in Japan with Yamoto or
Vertbaudet in Saudi Arabia with Al Hokair). Finally, the international
development of Redcats was also solidified through the acquisition
of The Sportman’s Guide in the United States.

An organisation at the service of greater
customer satisfaction

In support of its Internet efforts, Redcats has also developed the
pooling of IT resources so as to cut costs and improve team efficiency.
Accordingly, the Millena platform has mobilised a team of 82 persons
(10 nationalities), which means it can concentrate significant research
and development resources to all the group’s brands throughout the

THE REDCATS PRESENCE WORLDWIDE
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world. This strength allows it to forge partnerships among equals
with quality subcontractors, which means that the latest technological
innovations are always within its reach. A major technological advance
benefiting customers, the Millena platform provides Redcats with
a true competitive advantage in terms of site functionalities and
flexibility.

The sourcing integration, based on a network of seven purchasing
offices located in Bangladesh, Brazil, China, India and Turkey, means
that Redcats Group is able to import 61% of its offering without an
intermediary and benefit from the best procurement conditions atan
excellent quality-price ratio,

These integrated purchasing offices will reduce the length of time
needed to bring products 10 market and secure the process, so that
Redcats can offer its customers multiple and renewed collections,
while improving the product availability rate.

In France, La Redoute has been offering 24-hour delivery for mere than
10 vears, and has added “48-hour delivery”, as weil as a convenience
delivery system, allowing the customer to set the delivery date when
the order is placed. In 2005, a Livraison groupée (bulk delivery) service
was introduced to process home furnishing orders more efficiently.
In the United States, Redcats USA has entered in to an exclusive
agreemnent with UPS with respect to the Easy Return Label Program,
which guarantees better parcel traceability for customers, enhances
delivery back-up and any management of returns.
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THE GROUP’S ACTIVITIES
Redcats

FINANCIAL RESCLTS

In 2006, Redcats Group generated revenue of €4,332 mitlion, down
by 1.0%. Recurring operating income stood at €225 million, with a
recurring operating profit of 5.2%, which demonstrates the company’s

ability to withstand an extremely competitive environment exhibiting
deflationary tendencies.

2006 HIGHLIGHTS AND OUTLOOK FOR 2007

In 2006, Redcats successfully continued the overhaul of its activities,
with an improved positioning of brands and their globalisation, and
the development of the Web channel. In a difficult market context,
Redcats pursued its comprehensive transformation from a national
group of mail-order companies driven by credit and services to a
multi-channel distribution group of international brands. The group
also has adopted a new logo, new colours and a slogan (In line with
you, Online for you) thus affirming an Internet-driven strategy and
an increasingly customer-oriented strategy.

The year was particularly marked by the efforts made in terms of
product creation in women's apparel, a category in which Redcats
Group has posted solid financial performances for the majority of its
brands, Redcats Group has also strengthened its Internet leadership in
apparel and fine decoration. This momentum was driven by numerous
technological and commercial innovations.

The market share of the Redcats leading brands has also been
significantly reinforced: La Redoute, the Children and Family
activity {Vertbaudet, Cyrillus, Somewhere), the Outsize activity, and
the Sports and Leisure activity in the United States (The Spertman’s
Guide and The Golf Warehouse). At the same time, the Redcats Group
has repositioned Daxon, Ellos, EmpireStores and its Misses brands in
the United States, These measures initiated in 2006 will cut revenue
in the short term but prepare the way for the future.

In 2007, Redcats Group will pursue the reinforcement of its leading
brands, the development of its brand portfolio, the consolidation of
its Internet leadership in fashion and fine decoration, and a greater
brand exposure through the development of its store networks and
sustained international development.

REVENUE AND RECURRING OPERATING INCOME
(in € million)

4,377 4,332

@ Revenue

D Recurring operating income

2004 2005 2006
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THE GROUP’S ACTIVITIES

Frnac

0
Q

2 No. I retailer of cultural and technological products in France, Belgium, Spain and Portugal

» Active in eight countries:' France, Belgium, Brazil, Spain, Italy, Portugal, Greece and Switzerland

o Leading bookstore in France with 500,000 references

» Leading music store in France with 165,000 items in stores

¢ Leading retailer for personal computers in France

» 20,000 references in personal computers, photography, hi-fi, TV/video, software/games,

office equipment/telephony

» Fnac.com, leader of retail websites in terms of audience?

2 150 million visitors to stores and 15 million customers a year in France

2 1.8 million members

4,538

€ million in revenue in 2006

170

€ million in recurring operating
income in 2006

19,395

employees at the end of 2006

116

directly-operated stores at the end
of 2006 (excluding Fnac Eveil & Jeux
and Surcouf)?

E L ]

Excluding 1 couniry held on a joint-venture basis.
Source: Panel Nielsen/NetRatings (December 2006).
Excluding 1 store held on a joinz-venture basis.
Seurce: IFOP/Expansion.

BUSINESS CONCEPT

The preferred retailer of the French?, Fnac concepts’ ambition is based on universal accessibility
to all cultural and technological products, Fnac is the only retail company offering an unrivalled
selection of books, CDs, DVDs, video games and technological products under one roof. This
product range is supported by its independent, innovative positioning as an “impartial advisor”
based on the independence of its buyers and sales force in relation to its suppliers and the
work of its test [aboratories. Fnac also has a unique consumer information policy, the main
vehicles of which are the technological files distributed in stores and its “Contact” magazine
sent 1o members’ homes. its physical and on-line multi-specialist stores are not only used for
purchases: they provide a cultural, social and exchange forum. They enable literary, musical,
and audiovisual arts as well as technological innovations to reach a broader audience. Fnac
has enhanced its status as a cultural and technological player and a corporate citizen through
the various annual events it produces in its stores and externally, its publications, its support
for cultural diversity of expression and its commitment to preventing illiteracy.

Fnac is present in eight countries, namely France, Belgium, Switzerland, ltaly, Spain, Portugal,
Greece (joint-venture) and Brazil, and has 116 stotes, including 46 at the international level’,
with a selling area of more than 270,000 square metres. Its 70 French stores receive over
150 million visitors and 15 mitlion customers each year.
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MAP OF FNAC SITES IN FRANCE
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THE GROUP’S ACTIVITIES

Fnac

MAP OF FNAC SITES IN THE PARIS REGION
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COMPETITIVE ENVIRONMENT

Fnac is the leading retailer of cultural and technelogical products in
most of the countries in which it has a presence. In France, Fnac is
the leading bookstore (500,000 references and 45 millions units sold),
and the largest music store (with 165,000 CDs in stock, 37 millions

2006 MARKET SHARE IN FRANCE

units sold). It is also the leading retailer of personal computets (with
a volume growth of nearly 10% in 2006 compared to last year), of
photography, camcorder, MP3 player, PDA and GPS products.

e - amsiss sin +anmri f—

L Eraais €5 WL kechaicall) mmﬁ
France®™ 14.5 % 27.2% 213 % 12.4 %
December 2006 (source GFK) (1) Stores + friac.com
BREAKDOWN OF 2006 REVENUE BREAKDOWN OF 2006 REVENUE
BY PRODUCT CATEGORY BY GEOGRAPHICAL AREA!
2.7%
Services znd 38.3% Personal computer
actessories products 2.39% Brazil
2.7% Games 2.6% Iy
6.0% 2.4% Switzerland ___ L 748%
TViVideo T~ 5.4% France
4.6% Portugal
Hi-Fi
8.7% Spain /
9.5%
Photography 3.8% Belgium /

18.8% CD:

17.4% Books

1 Excluding Greece which is owned on a joini-venture basis,
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THE GROUP’'S ACTIVITIES

Frac

STRATEGY
Significant and profitable growth

“Click and brick”: the muiti-channel sirategy

In 2006, e-commerce represented a business volume of €364 million
for Fnac, including download and on-line ticketing activities.

[ts main website, fnac.com, is France’s leading private-sector retail
website in terms of audience, with 7 million individual visitors' — an
audience rate of 29.4% for 700,000 internet connections a day. With
over a million product references, fnac.com is the only website offering
music downtoads, video, sofiware and games, ticketing, and cultural,
technological and travel-related products. Customers benefit from
high-quality service, with 100,000 products available for delivery in
under 24 hours, and home delivery through a network of 3,500 Relais-
Colis {parcel delivery outlets).

Frac.com is France’s best example of the “click and brick” concept,
whereby [nternet sales complement the Fnac stores. At present, 66%
of customers who buy in stores have previously visited the website.
Conversely 46% of Internet users who buy on-line have previously
visited a store.? In 2006, the site deployed a product reservation and
purchase service with pick-up in a store of the customer’s choice.
On-line purchasers are also able to benefit from the after-sales service
offered in the stores. Customers will soon be able to order any book
ar publication on the site that was unavailable in the store and have
it delivered directly to their home.

In the second half of 2006, Fnac.com rolled out a new order preparation
tool for books and publications (reception, packaging and shipping).
The site also initiated a complete information system overhaul, in
order 10 integrate technological developments and improve the
purchasing experience for customers.

FNAC STORES EXCLUDING SUBSIDIARIES'

Launched at the end of 2004, the Fnacmusic download site offers
music lovers a service combining proximity, discovery and advice,
thanks to a catalogue of over 1,200,000 titles, an original theme-based
classification system and prices that are both attractive and easy to
understand. In order to provide a product range that is constantly
attuned to clients consumption patterns, Fnacmusic added a streaming
subscription service in November and launched the first titles in MP3
format without DRM’ in October 2006.

A software and video game download was also added to the offering
in the first half, as well as a new video on-demand service, launched
in partnership with the Glowria site in November and offering more
than 1,300 titles accessible directly on-line.

*Digital Rights Management: technical copyright and copy protection in the
digital domain.

Growth in France

Expansion in France remains at the heart of Fnac’s strategy. In 2006,
the company inaugurated a store in Valenciennes and opened a second
store in Marseille in the La Valentine commercial zone.

The year was also marked by the arrival of Fnac in peri-urban zones
with the opening of a store in the Bordeaux-Lac commercial zone.
The new lormat extends the Fnac network out of town to bring stores
closer to customers and respond to new consumption patterns.

This new format is already performing well commercially, exceeding
expectations, and will open significant organic growth opportunities
in France in the coming years. Fnac plans to open on average 4 stores
of this type annually.

To meet changes in markets and consumer purchasing behaviour,
Fnac strives for the constant improvement of its stores. [n this regard,
Fnac started in 2006, a project which will continue in 2007 to adapt
and ratjonalize surface areas.

FNAC STORES EXCLUDING SUBSIDIARIES'
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1. Source: Panel Nielsen/NetRatings ( Decernber 2006).
2. Source: Barométre Fevad/PanelDirect (Decermnber 2005).
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Frac also successfully tested a dedicated new specialized in-store video
game environment for video game specialists. This environment in
the Bordeaux-Lac store and at La Défense store will be deployed
throughout the network in 2007,

Launch of new services

A new range of services and solutions was launched in 2006 to
better meet the growing customer need for information due to the
increasing complexity of technological products. In QOctober, Fnac
offered its customers home assistance services via its subsidiary
Form@home. Friac plans to develop a wide range of services assistance
(installation, assessment, catch in hand and breakdown service} and to
be marketed through several channels (steres, phone, Internet}, The
creation of a brand that embodies service, backed up by an ambitious
communication plan, will enable Fnac to position itsetf as leader in
this new market, aided by its substantial technological clout.

Step-up in international expansion

Fnac generated 25.2% of its revenue outside of France in 2006,
representing growth of 10.9%. Of those countries in which the
company is well established, the strongest performances were recorded
in Spain (+12.4%), where two new stores were opened (Murcia and
Bilbao), and Portugal (+11.6%}, where two stores were opened in
Coimbra and Madeira. In addition, Belgium is again profitable with
significant growth of 3.4%.

Countries in which the company has more recently commenced
operations confirmed their commercial momentum. Brazil posted
growth of 29.3%, while 11.5% in ltaly, and had a 1.1% increase in sales
in Switzerland, even though it faced a fiercely competitive market.

In 2007, the company will add to its network outside of France, Fnac
thus plans to open three new stores in Spain, specifically in Seville and
La Corogne, two in Portugal in Braga and Lisbon, two in [taly (Turin
and Rome), ane in Belgium {Louvain-la-Neuve), one in German
Switzerland (Basle) and one in Greece (Athens).

FNAC SUBSIDIARIES - NUMBER OF STORES
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Friac

International expansion is one of the key pillars of Fnac's development
strategy. The company’s goal is to double the number of its stores
outside France within five years.

Fnac’s specialist companies

In addition to its historical offering in computers and software,
Surcouf has successfully developed a wide range of digital products
sold at competitive prices through its five French stores. The site offers
20,000 references, and availability and prices are updated three times
a day. In 2006, the company posted revenue of €271 million.

Fnac Eveil & Jeux offers a range of educational games and toys,
books and multimedia products, nursery accessories and decoration
for children up to the age of 12. The company uses three different
distribution channels - catalogues, Internet and stores — enabling
it to increase its recognition and offer each customer a tailor-made
purchasing method. Fnac Eveil & Jeux is market leader in the on-line
and home shopping sale of games and toys thanks to the originality
and selective approach of its product offering. In 2006, the company
posted revenue of €128 million.

1n 2006, Fnac Eveil & Jeux inaugurated four stores raising to 34 its
number of stores.

An increasingly customer-focused company

Customer satisfaction

Fnac’s goal is to become an increasingly customer-focused company.
In order to improve the availability of its salespeople — one of the
company’s major assets — Fnac has launched a long-term programme
with three main areas of focus: reducing subsidiary tasks, increasing
the number of staff on hand at peak times and developing skills.
Fnac customers expressed an 86% satisfaction rate with the quality
of service received at their last visit to a store.?

REVENUE AND RECURRING OPERATING INCOME

{in € million}
4,538
4,354
4,096
170
139
'
2004 2005 2006
IE] Revenue
D Recurring operating income
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‘oot Fnac

New membership system

Fnac is pursuing its customer loyalty policy with its membership card.
The membership prograrmime now offers benefits that are more basic
and attuned to consumer behaviour.

At the end of 2006, the company had 1.8 million members who
make store purchases approximately 3 times more often than other
customers, which represents an average annual spending of almost
€1,000 per member.

Fnac logistics and after-sales centre

To take better care of the excellence of its service quality, Fnac
continues to set up its own telephone helpline to inform, advise and
assist customers on the functioning and set-up of their equipment
(Attitude), and its own PC repair centre {(MSS).

In 2006, Attitude and MSS processed 600,000 customer calls and nearly
75,000 PC repairs, with constantly rising customer satisfaction rates.

Lastly, Fnac continued to develop Fnac Logistique. In addition to
the Massy site (56,000 square metres), there was a step-up in activity
for the new Wissous site (20,000 square metres), which handles the
installation of technical products for customers of the Paris region.
[n 2006, Fnac Logistique processed 90% of store purchases in France,
translating inte 115 million products.

In 2007, FNAC Logistique will welcome Fnac.com entire preparation
of orders activity, which will extend product availability in under
24 hours.

A company where the encrgy and talent of
employees is unfettered

In 2006, Frac initiated an ambitious and velunteer programme for the
forward management of jobs and competencies. The challenge is to
provide opportunities in high-growth Fnac subsidiaries to employees
with precarious jobs thanks to a training programme that will qualify
them.

The company also pursued ils professional experience validation
programme. Accordingly, 80 employees were able o have their
technical degrees and professional baccalaureate degrees in 2006,
compared to 5¢ in 2005 and 20 in 2004.

There was atso an emphasis on development toels so as to ensure the
company’s international growth in terms of human resources.

A leading player in culture and technology

In addition to its retail activities, Fnac has always defined itself as a
key cultural and technological player, as well as a corporate citizen,
through long-standing events. In 2006, Fnac coordinated more than
6,000 culturat and technological events in store forums, where ideas
are shared and discovered.
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¥nac defends books and reading

Nineteen years ago, Fnac launched the Goncourt Prize for Lycéens
(secondary school pupils) in associalion with the Ministry of National
Education and with the support of the Académie Goncourt. This
prize is designed to introduce secondary school pupils to the pleasures
of reading through contemporary literature. In 2006, more than
2,000 pupils from 58 classes participated. The prize is now an essential
part of the French literary scene. The fifth annual Fnac Novel Prize,
as selected independently by 600 members and libraries, was also
awarded.

Frnac supports young musical talent

Frac has associated itself with the Printemps de Bourges music festival
since 1998, to create a talent discovery programme, Découvertes du
Printemnps de Bourges et de la Frac. This year 3,600 artists participated
in the selections for the regional and then national auditions.

For the third consecutive year, the Fnac Festival honoured new talent as
partof the Paris Plage festivities, extending the eight annual “[nterdé-
tendances” compilations. More than 55,000 spectators attended the
festival in 2006.

Photography for the public at large

Fnac is introducing the public to the breadth of the photographic
image. Photography is another key plank of Fnac’s identity, which the
company has been pioneering since the 1960s. Fnac holds exhibitions
in its 30 store galleries, while its photographic collection of more than
1,600 images is being archived, digitised and appraised.

Cinema initiative reaching the public

Fnac has become a media force of its own right for the promotion of
films and cinema. The stores hold master classes in which meetings
with leading directors are filmed and released as a DVD. The company
also organises meeting tours and multiple previews for film and DVD
releases.

Working closely with artists, Fnac awards the annual “Short Film
Talent” award at the Clermont-Ferrand festival, and supports the
film by releasing it as a DVD.

Fnac and the pioneering of innovation

Far beyond its role in retailing, Fnac has traditionally defined itself as
a pioneer of new technologies and is an undisputed leader in terms of
innovation. As a result of this positioning, it was able to benefit from
the momentum of markets created by the most recent technological
advances. The year 2006 was marked by the development of video
game events, with player tournaments, event previews such as Wi
and World of Warcraft or meetings with leading creators, as well as
conferences on the latest technologies such as TNT or HD.

In 2007, Fnac wilk pay homage to artists working in comic books, video
games, cinema and animated film, with several exhibitions and the
sate of exclusive limited editions. Technology will be front and centre
carly in the year with the launch of Windows Vista.



A socially responsible company

tn 2006, Fnac¢ reaffirmed its role as a responsible social and
environmental player.

A partner with the Association to encourage efficient schools since 2003,
Fnac wished to join forces with 687 reading clubs to provide support
for the after-school preparatory course in reading, involving
3,500 children in need. In 2007, young teaders will award the “Fnac
prize for first-time reading”, as their grade four elders have done
since 2005 with the “Fnac prize for young readers.”

In another medium, the CD series “We love, we help” is a Fnac
exclusivity in the fight against illiteracy.

THE GROUP’S ACTIVITIES

Frnac

In its commitment to freedom of expression, Fnac has forged a
partnership with “Reporiers without borders™ over the past 13 years.
This year, the two albums 100 football photos for press freedom and
100 star photos for press freedom, published in association with Agerce
France Presse and studios Harcourt respectively, were put on sale in the
Fnac stores, accompanied by eleven photo exhibitions.

Since June 2005, Fnac has also collected printer ink cartridges in all
its stores in order to encourage recycling. In 2006, 27.3 tonnes of
cartridges were collected.

Likewise, Fnac and Emmaiis started the collection of used mobile
telephones.

Finally, bicdegradable bags are now distributed in all the Fnac Belgium
stores and are currently being tested in the Limoges Fnac store.

FINANCIAL RESULTS

In 2006, Fnac generated tevenue of €4,538 million, up 4.2% compared
to 2005. In France despite a general decline in the CD's and the photo
printing markets and in a overall difficult economic context, sales rose
2.2%, buoyed by the outstanding performance of technical products
and the momentum of Fnac.com, Revenue outside France surged
10.9%. International revenue now accounts for more than ane quarter
of Fnac’s total sales.

Recurring operating income rose by 10.5% and stood at €170.2 million
in 2006, or 3.8% of revenue, particularly due to the international
subsidiaries solid performances.

2006 HIGHLIGHTS AND OUTLOOK FOR 2007

In 2006, Fnac pursued its development both in France and
internationally. In France, it opened three stores in a peri-urban zone,
and transferred its Pau store. At the international level, the number
of stores in Spain climbed to 14, with openings in Murcia and Bilbao.
Two stores were opened in Pertugal bringing the total number to 10.
A seventh store was opened in Brazil.

In 2006, Fnac also structured and initiated its corporate plan for the
next five years. This “100% customer” plan focuses on three strategic
directions: pursuing strong and profitable growth, ensuring the
company is customer-driven, and releasing the talents and energies
of employees in order to maintain and develop the company's
leadership.

The year 2007 marks the first year of the new company project and will
again herald growth for Fnac. Fourteen store openings are planned,
a Fnac record: 4 in France {three based on the new peri-urban zone
format and 1 in the city centre), 3 in Spain, 2 in Portugal, 2 in ltaly,
I in Belgium, | in Greece {joint-venture) and a first store in German
Switzerland.

In addition, services to assist customers in the use of their technical
products will be broadened.

Development of the complementarity between the stores and Lthe Web
will be pursued, as well as the sale of on-line products.
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‘el Conforama

Conforama

¢ No. 1 in household goods and No. 2 in domestic appliances in France
+ No. 2 retailer in home furnishings worldwide
¢ A multi-product, multi-style discount offering
e Selling space of 894,718 square metres in directly-operated stores

= Active in 8 countries

mrv——s

3,275

€ million in revenue in 2006

182

€ million in recurring operating
income

15,543

employees at the end of 2006

213

BUSINESS CONCEPT

an extensive array of styles, with immediate availability.

Luxembourg, [taly and Croatia).

MAP OF CONFORAMA STORES IN FRANCE
NUMBER OF DIRECTLY-OPERATED STORES

directly-operated stores at the end Norp-

of 2006 (excluding 33 affiliate stores)
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Leader in household goods in France and second in home furnishings worldwide, Conforama’s
development is centred on a mission: “Allow as many people as possible to obtain well-being
int the home, in line with their particular tastes and at the best price”. Faithful to its discounter
concept, Conforama is a multi-specialist in home furnishings, offering its customers one-stop
shopping for furniture, electrical appliances, consumer electronics and decorative items in

Conforama operates 246 stores worldwide, including 213 that are directly-operated. In France,
the company has |55 directly-operated department stores and 33 franchises. [nternationally,
the company operates 58 stores in seven countries {Spain, Switzerland, Portugal, Poland,
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In laly and Croatia, Conforama operates 21 stores, including 19 under
the Emmezeta trade name, the average size of which is 8,000 square
metres. The offering comprises textiles and general products in
addition to Conforama’s usual range.

THE GROUP’S ACTIVITIES i
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Conforama 1 ]

With over 20,000 listed products in-store, of which 80% are available
immediately, the product offering is enhanced by specific signage
over an average selling area of 3,500 square metres and underpinned
by major advertising campaigns, 12 1o 25 times a year, depending
on the format.

COMPETITIVE ENVIRONMENT

The leader in Europe, Conforama is developing its concept in a highly
fragmented home furnishings and appliances market and facing a
densification of certain competing companies.

Its main competitors, depending on the country concerned, are
specialist retail chains, department stores and hypermarkets.

Conforama tailors its product offering according to the country
concerned and has a unique positioning enabling it to rnaintain its
position as market leader.

STRATEGY

Conforama's strategy is based on six inextricably linked peints that
are the key factors to the company’s success.

Reaffirming its discounter positioning

The Conforama slogan “Comfort at home at an affordable price” is
true to its strategy and its positioning. To reinforce its image as a
discounter, the company has set up new pricing signage in all of its
stores and, at the same time, successfully launched a “lowest price”
range in all the countries where its is established. In addition, the
company has added the Saba range, a directly-operated domestic
appliance and leisure electronics brand, which will stimulate revenues
for these product families.

BREAKDOWN OF 2006 REVENUE

BY GEOGRAPHICAL AREA
6.2%
2.3% Other countries’
Switzerland \

17.2% ____

Ttaly
and Croatia

™~ 69.3%

France

! $pain, Portugal, Luxembourg, Poland.

Accelerating the company’s modernisation

Conforama has substantially accelerated the modernisation of its
store network, Two types of transformation have been implemented:
complete remodelling for stotes that were transferred or stores with
increased selling areas, and basic renovations for the other stores.

A greater number of renovations were conducted with lower
investment required. 18 stores were modernized in 2006 compared
to 10 in 2005. Today, there are 78 new-concept stores.

The company’s modernisation also means an upgraded product
range. For example, for the kitchen sector, one of the market’s most
buoyant segments, the product ranges were rethought, numerous new
models were launched, a catalogue with a distribution of 1,300,000

BREAKDOWN OF REVENUE BY PRODUCT CATEGORY

53.1%
7.9% Home furnishing
Other {including home
appliances)
16.8% —
Domestic
appliances
22.2%
Electronic appliances
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was published in France, a dedicated Internet mini site was on-lined,
and 19 stores renovated or modernised their kitchen space.

In addition, a new survey of trends in the furniture market was
conducted so as to better adapt the Conforama offering to this
segment. The initial results of this repositioning should be visible
in 2007.

Strengthen the international development

At the international level, Conforama has adapted its development
strategy according to the country of establishment.

Conforama has been present in Switzerland since 1974 and is
heightening the development of its network. Hence, the company
inaugurated 2 stotes in Villeneuve and Berne in 2006 and now has
13 stores.

In Spain, Portugal and Poland, Conforama's market share is still
modest but with one great ambition: To be the best local company.
To reach this objective, efforts have been concentrated on the market
segments where Conforama is the most legitimate player. The selling
areas were thus reorganised to devote more space to furniture and
decoration,

In ltaly and Croatia, Conforama is preseat in two locations under the
Emmezeta trade name. The gradual conversion of Emmezeta into
Conforama was successfully continued at the Verona site in July. The
Conforama development strategy for Italy consists in capitalising on
the company’s most dynamic and buoyant sectors to gain shares of 2
highly fragmented market. Therefore, Conforama will accelerate the
conversion of its Emmezeta sales outlets to its own banner and open
new Conforama stores in 2007,

Optimising sourcing and the supply chain

In 2006, Conforama continued to develop its remote sourcing activity
and optimise merchandise purchases and flows, Its organisation now

relies on 6 purchasing offices and 4 satellites, which cover the main
production centres in the world. It has a total of 150 employees,
compared to 40 in 2002,

At the same lime, Conforama has stepped up the deployment of its
logistical capacities. Warehouse surface areas have doubled since 2004,
to reach 200,000 square metres spread aver 5 major platforms in Europe.
In addition, Conforama has developed river barge transportation,
routing 90% of its containers using this method. The company is thus
the top customer of Lyon's Edouard Herriot Port.

Accompanying men and women, organisations
and systems

Conforama has intensified its training policy by implementing
an internal “Proximity Manager” programme for store executives.
More than 1,200 managers attended the training in a record time.
Partnerships were signed with RMS (Reims Management School} 1o
train future product managers, and with the Sénart-Fontainebleau
and Saint Denis University of Technology Institutes and the CFA
Sup 2000 (apprenticeship training centre) to create the first exclusive
professional degree for future department managers.

Expanding the company’s civic responsibility

In 2006, Conforama solidified its social responsibility commitment by
entering into a partnership with Secours Populaire Frangais. In keeping
with this mission, the company contributed to the aid of 400 destitute
families throughout France by offering home furnishings (furniture,
appliances, etc.).

Lastly, Conforama pursued its sustainable development strategy by
implementing European Directive D3E (recycling of waste electrical
and electronic equipment) within the prescribed deadline and in all
the countries where it operates.

NUMBER OF STORES
l42155
140 —T
—{pml |
|
: 131515 91113 55 5
' | g 333 3 33 111
: L ) sl ] oo
France  International [taly Spain Switzerland  Portugal Poland Croatia  Luxembourg

2004 total excl. affiliates: 193

Affiliate stores at Decernber 34, 2004 and 2005: 47
Affiliate stores at December 31, 2006: 33
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FINANCIAL RESULTS

In 2006, Conforama generated revenue of €3,275 million, up 4.3%
compared to 2005.

In France, Conforama’s primary market, activity increased by 6.8%.
The surge is in part due to the March 2006 consolidation of Sodice
Expansion, Conforama’s main franchise holder with 14 stores based
in northern France. The performance also reflects the positive results
of Conforama's main markets, particularly in appliances, where the
company continued to gain market shares, and television sales spurred
by football’s World Cup.

International activity excluding Italy rose 4.1%, underscoring solid
performances in Spain, Croatia, and Poland. The Italian subsidiary,

which represents nearly half of Conforama’s activity outside of
France, declined 5.8% primarily because of an adverse economicand
competitive environment.

Recurring operating income, up 2.6% compared to 2005, stood at
€181.7 million, for a profitability rate totalling 5.6% of revenue.
The performance reflects the efforts of all teams to improve Group
profitability through strict cost control, particularly for logistics,
while continuing to invest in the modernisation of the store netwark,
product ranges and information systems.

2006 HIGHLIGHTS AND OUTLOOK FOR 2007

Conforama continued to renovate its network of stores in 2006.

In France, Conforama stepped up its store renovation programme
with, among others, the new Perpignan and Nice stores, which were
relocated and expanded.

Conforama consolidated its international positions in its traditional
markets. In Switzerland, the company new has 13 stores with the
opening of two new outlets, including one in Berne with a selling area
of 6,100 square metres, making it the country’s largest Conforama.

In ltaly, Conforama inaugurated a second sales outlet in Aff near
Verona, This involved the conversion of an Emmezeta store to the
Conforama banner, thus validating the first successful initiative in
Sassari, Sardinia.

Finally, as it pursues the reinforcement of its logistical capacities,
Conforama inaugurated its fifth European platform in the Paris region
with an area of 65,000 square metres.

SELLING SPACE EXCL- AFFILIATES (in sq.m)

563,221
504,962 ! : i
P
331,497
i 327,384 _
C G
B |
i | i
L. L
France Imternational

@ Total 2005 : 832,346 sq.m
E]Talal 2006: 894,718 sq.m

In 2007, Conforama will continue to pursue the conversion strategy
implemented two years ago. The main focuses will be: continuing
modernisation of the concept and optimisation of the product
offering, a faster pace for store renovation (20 stores are planned) and
the strengthening of international positions with the opening of 5 new
stores (2 in Spain in Saragossa and Murcia, 1 in Braga, Portugal and
2 in ltaly in Naples and Rome) and the conversion of three Emmezeta
stores in Pescara, Aprilia and Modena. Conforama will also pursue its
investment efforts for the upgrading of its information systems.

Conforama has launched its new Internet Institutional and Human
Resources website Canal Confo, in order to strengthen the proximity
and transparency the company has always provided its customers,
employees and potential store candidates.

REVENUE AND RECURRING OPERATING INCOME
(in € million)

3,275

3,097 3,140

207 177
|
|
[
1004 2005 2006
@ Revenue
[:] Recurring Operation [ncome
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b CFAO

CFAO

cfaogroup.com

v 4 Business Units:

s CFAO AUTOMOTIVE: no. | automobile retailer in Africa
v EURAPHARMA: no. | pharmaceutical distributor in Africa and the French overseas departments

and territories

» CFAO TECHNOQLOGIES: distribution and integration of new technologies
+ CFAO INDUSTRIES AND TRADING: production and distribution of consumer products

+ Active in 3| African countries and 6 French overseas departments and territories

¢ 135 subsidiaries and 286 sites
s 48,300 new vehicles sold in 2006

¢ 5,300 medicinal products delivered daily {133 million packages yearly)

2,219

¢ €million in revenue in 2006

182

income in 2006

9,994

employees at the end of 2006

€ million in recurring operating

BUSINESS CONCEPT

CFAQ distributes internationally recognised products in three core businesses: Automotive
{53% of 2006 revenue), Healthcare {30%) and New Technologies (5%). The company is
also active in the production and distribution of convenience goods, accounting for 12% of
its activity. CFAQ is backed by dedicated teams of professionals in each of its activities. [1s
9,994 employees work in 135 subsidiaries at 286 sites. CFAQ has been operating on the African
continent for over a century, and is now active in 31 African countries (78.6% of revenue)
and 6 French overseas departments and territories.

MAP OF CFAO OPERATIONS AROUND THE WORLD
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COMPETITIVE ENVIRONMENT

With 48,300 new vehicles sold and €1,179 million in revenue in 2006,
CPAO is the leading automotive retailer in Mediterranean and Sub-
Saharan Africa,

CFAQ is the distributor for such major international carmakers as
General Motors, Toyota, Renault/Nissan, Daimler Chrysler, PSA
Peugeot Citroén, BMW or Ford.

The company is also the leading pharmaceutical distribution company
on the African continent and in the French overseas departments and
territories, with revenue of €662 million in 2006 and approximately 43%
of the pharmaceutical distribution market in Sub-Saharan Africa.

CFAQ is also a major player in new technologies in Africa. Its dedicated
activity, CFAQ Technologies, is carving out a market as a “solutions
integrator” in information technology, telecommunications, networks
and office automation. Accordingly, CFAC Technologies represents
the world leaders in the sector: IBM, Lenovo, Cisco, Oracle, Siemens,
Motorola, Sharp, and Otis. In 2006, CFAQO Technologies generated
revenue of €106 million.

With no real competitor of comparable stature on the African
continent, CFAQ offers professionalism and know-how combined
with international quality standards to each of its customers in each
of its businesses.

MAP OF CFAQ OPERATIONS IN AFRICA
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STRATEGY

Significant growth

Between 2000 and 2006, CFAO pursued an ambitious growth strategy,
establishing new companies and acquiring exclusive import and
distribution companies ot labels. Over this period, CFAO moved into
14 new countries and saw revenue rise by 78%.

Over the past 10 years, CFAQ has undergone a period of outstanding
growth and profitability: revenue and recurring operating income have
more than doubled. This performance underscores the success of its
investment strategy, including countries which are deemed high risk.
Such success is underpinned by solid control over the risk/ profitability
matrix combined with diversification from both a geographical and
a business standpoint.

Expanding market share in Mediterranean Africa
and East Africa

One of the top priorities of the CFAO growth strategy in the medium
term is to focus on the markets of Mediterranean Africa, from
Merocco to Egypt. [n the automotive sector, CFAO has negotiated
exclusive distribution agreements with General Motors and DAF in
Merocco and Algeria for the Opel, Chevrolet, Isuzu, DAF and BMW
brands. Activity increased by 23.5% for these two countries in 2006,
and Eurapharma, the healthcare subsidiary of CFAQ, has begun
operations in Algeria.

CFAQ also has a presence through CFAO Technologies in Algeria,

BREAKDOWN OF 2006 ECONOMIC SALES
REVENUE BY GEOGRAPHICAL AREA

4.4%

Mainland France and Switzerland

13.6%
English speaking
sub-saharian Africa

38.1%
French speaking
sub-saharian Africa

16.9% _—

Mediterranean
Africa

27.0%
French overseas department
and territories and Indian Ocean
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In the medium term, CFAQ hopes to generate a quarter of its revenue
in the Mediterranean African countries, compared to the current
16.6%. At the same time, it plans to bolster its market share in English-
speaking African countries, particularly East Africa.

CFAQ: a trusted, quality brand in its markets

As a distributor of major global brands, CFAQ stands out from
its competitors with its efficient before and after-sales services, its
constant emphasis on operating investments (as illustrated by its
showrooms, stores, warehouses, workshops, equipment, information
systems, elc.), and a supply chain able to swiftly supply markets that
are far from production centres.

To project an image that sets it apart, CFAO launched a drive to
improve customer service quality, and gradually introduced new tools
and working methods. For example, CFAQ has created an Automotive
Quality Charter for use throughout its network of dealerships.
Subsidiaries that have achieved the objectives set are “certified” by
CFAC.

A socially responsible company
CFAO cannot conceive of its role as a player in the economy without
adding a strong commitment to corporate social responsibility.

Thus, in October 2002, the company set up the association CFAQ
Solidarité to focus chiefly on education, professional training, health
and hygiene {particularly the fight against AIDS).

BREAKDOWN OF 2006 REVENUE

BY ACTIVITY
4.8%
Technology
12.3% \ ”
Industries \
and trading
- 531%
Automotive

29.8%

Eurapharma (Healthcare}



THE GROUP’S ACTIVITIES
CFAO

FINANCIAL RESULTS

CFAQO generated revenue of €2,219 million in 2006, representing
an increase of 9.1%. Automotive sales increased by 13.4%, and
pharmaceuticals by 3.9%, despite the sale of a subsidiary in Egypt.
Production and disiribution of convenience goods rose 12.2%., CFAQ

Technologies, which was reorganised at the end of 2005, reported a
7.8% decline in revenue.

Recurring operating income rose by 9.2% Lo reach €182 million, driven
by the company’s excellent performance in Sub-Saharan Africa.

2006 HIGHLIGHTS AND OUTLOOK FOR 2007

The year 2006 was marked by reinforced positioning in the countries
where the company is currently established and by successful inroads
into new countries. Activity for the countries of Sub-Saharan Africa
was particularly significant.

The automobile activity was strengthened in several countries: Toyota
in Ivory Coast and Guinea-Conakry, Chevrolet in New Caledonia,
and Nissan in Nigeria. The retailing of a BMW premium brand
was launched in Algeria, and a new location has been finalised in
Mauritania.

A number of dealerships designed in line with European standards
and fully focused on customer satisfaction were refurbished, primarily
in Morocco, Mauritius and Ivory Coast.

The healthcare division has developed its operations in Angola and
Togo.

1n addition, Eurapharma has made its debut in Algeria through a
pharmaceutical import and distribution company and acquired
expertise in medical promotion through the purchase of Cider
Promotion International.

Meanwhile, CFAO Technologies has strengthened its presence in
Senegal by buying ABM.

CFAQ’s goal for 2007 is to continue generating healthy revenue
growth by expanding existing activities and adding to its international
positions in high-growth markets.

REVENUE AND RECURRING OPERATING INCOME
{in € million)

2,219

1,859

167

159

182

l:] Revenue

D Recurring operating income

2004 2005 2006
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2006 activity report

FOREWORD

IFRS 5 — Non-current assets held for sale and
discontinued operations

In accordance with IFRS 5 — Non-current assets held for sale and
discontinued operations, the Group has presented certain activities as
“operations discontinued, sold or to be sold.” The net income of these
activities is presented under a separate income statement heading,
“Discontinued operations”, and restated in the cash flow statement
and the income statement over all published periods.

The assets and liabilities arising from “operations sold or to be sold”
are presented on separate lines in the Group’s balance sheet and not
restated for previous periods.

The assets and liabilities arising from “discontinued operations” are
not presented on separate lines in the balance sheet.

Definition of “actual” and “comparable” revenue

The Group's actual revenue corresponds to reported revenue. Non-
Group revenue is defined as the revenue from each company or brand,
after elimination of inter-company sales.

The Group also uses the concept of “comparable” figures, which
enables it to assess its arganic growth. The concept of “comparable”
revenue figures consists in restating 2005 revenue for the impact of
changes in Group structure in 2005 or 2006 and translation differences
relating to foreign subsidiaries revenue in 2005.

For the Luxury Goods division, revenue from directly-operated store
retail sales is recognised using the “Merchandise Calendar.” For 2006,
this comprises 53 weeks instead of 52. In the following comments,
the revenue growth rates on a comparable basis are shown after
cancellation of the impact of the additional week and excluding the
impact of exchange rate fluctuations.
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Definition of Group consolidated net
indebtedness

The concept of net indebtedness used by the Group comprises gross
indebtedness less net cash, as defined by French National Accounting
Council recommendation 2004-R.02 of October 27, 2004. For fully
consolidated consumer credit companies, the financing of customer
loans is presented in borrowings. Group net indebtedness excludes the
financing of customer loans by consumer credit businesses.

Definition OF EBITDA

The Group uses EBITDA, the management line item, to monitor
its operating performance. This financial indicator corresponds to
recurring operating income and depreciation, amortisation and
provisions for non-current operaling assets recognised in recurring
operating income.

Definition of free cash flow from operations and
available cash flow

The Group also uses an intermediate aggregate, Free cash flow from
operations, in order to monitor its financial performance. This
financial indicator measures net operating cash flow less net operating
investments (defined as purchases and sales of property, plant and
equipment and intangible assets).

Available cash flow corresponds to free cash flow from operations and
interest and dividends received minus interest paid and equivalent.
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2006 HIGHLIGHTS

In 2006, PPR pursued its primarily organic growth strategy, with the
priority being the development of its activities outside France. The
fiscal year was therefore marked by the implementation in all Group
entities of major projects aiming to improve the sales, operating and
financial performances of its brands and companies.

Substantial changes were also introduced this year in order to focus
the Group on its priority activities, particularly by separating itself
from those no longer at the core of its businesses, and to strengthen
its positions through tactical acquisitions.

[n addition, PPR actively pursued a policy intended to increase its
free cash flow from operations and enhance its financial structure,
liquidity and financial ratios. In particular, the Group took advantage
of favourable market conditions in order to anticipate the redemption-
conversion of its OCEANE bonds issued in 2003. This transaction
accelerated the Group's debt reduction considerably, without any
major dilutive impact for its shareholders.

Focus on priority activities

Sale of Printemps

Following the transaction’s approval by the competition authorities,
PPR and RREEF (Deutsche Bank Group), in association with the
Berletti Group, announced in October 2006 the sale of their control
of France Printemps. The agreement had been announced in June and
concluded in August. The transaction took place in two phases: the
immediate sale of 51% of the shares, then, in order to ease the change
of share ownership as part of an orderly and gradual transition, the
sale of the remaining intetest in 2007. The transaction was based on
an asset price of €1,075 million with an immediate and future tax
impact of around €158 millien since most of the underlying assets
were comprised of real estate.

An important page in the Group’s history was thus turned with the sale
of this company whose international growth potential was considered
as insufficient, with PPR being able to seize the opportunity offered
by the real estate market in terms of asset valuation.

Sale of Orcanta

In August, Orcanta, created by PPR in 1996 and operating 64 lingerie
boutiques in France, was sold te the Chantelle Group for an enterprise
value of €42.5 million.

Sale of [bn Sina, the CFAO subsidiary in Egypt

In August, CFAO sold [bn Sina, its Egyptian pharmaceuticals
subsidiary, whose business and economic model were specific, and
whose operating and financial performances no lenger met Group
standards.

Restructuring measures

Closure of Fnac Service

Due to the worldwide decline in the printing market for film, Fnac
Service has, since May 2006, discontinued its activities and closed all
its stores, excluding franchisees. This decision was accompanied by
a job protection plan.

Reorganisation of YSL Beauté

YSL Beauté finalised a plan for the reorganisation of its head office
services and industrial activities. In an increasingly aggressive {ragrance
and cosmetics market, YSL Beauté has to be more responsive and
improve its competitiveness. The recovery plan consisted in adapting
all the head office services in Neuilly-sur-Seine and regrouping the
industrial activities on a single site at Lassigny in Oise. In July, YSL
Beauté also sold its interest in YSL Beauté Recherche et Industrie
which operated its other industrial plant in Bernay.

Strengthening of positions through tactical
acquisitions

Takeoves of Sodice Expansion by Conforama

In January, Conforama obtained the majority control of Sodice
Expansion, its ptincipal franchisee, listed on the Paris stock exchange
and of which it already held 32% of shares. Following a simplified
public offer in March and a mandatory withdrawal in December,
Conforama holds ali the shares in the company, which is no longer
listed. These transactions were completed at a share price of €150.
Located in the Nord-Pas-de-Calais region, Sodice Expansion operates
14 stores under the Conforama name, of which 11 are fully owned,
over a sales area of 57,000 sq. m. The pro forma contribution (over
twelve months) of Sodice Expansion to Group revenue is around
€120 million. Through this transaction, Conforama has therefore
strengthened its presence in a key region and reinforced its leading
position in France by extending its national coverage.

Acquisition of The Sportsmaen’s Guide by Redcats

In August 2006, Redcats finalised the acquisition of the NASDAQ-
listed US company The Sportsman’s Guide. The Sportsman’s Guide
group specialises in the distribution over the Internet and by catalogue
of outdoor sports goods (hunting, fishing, etc.) and golf equipment.
The agreement was concluded for a cash share price of US$31,
bringing the total value of The Sportsman’s Guide to U5$265 million.
It involved a “cash merger”, so that Redcats now holds all shares,
which are no longer listed. In 2005, the revenue of The Sportsman’s
Guide totalled US$285 million. This transaction enabled Redeats to
reinforce its presence in the United States, in a buoyant sector and with
a predominant Internet activity. It demonstrates the Group’s desire
to bolster its positions in regions and segments with high growth
potentiak.
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Extension of the CFAQ system

In 2006, CFAO completed its system in high potential markets through
acquisitions and the extension of its major brand import-distribution
network. In the Automotive sector, the emphasis was placed on the
launch of new brands including Nissan in Nigeria, Chevrolet in
New Caledonia, Peugeot in Mauritania and Toyota in Guinea. These
countries complete and densify CEAQ’s geographical network. In the
Pharmaceuticals sector, growth opportunities were developed in new
zones through two acquisitions in the pharmaceutical distribution
business in Algeria and Togo. In addition, CFAO's healthcare division
acquired a company specialising in medical promotion through the
purchase of Cider.

Strengthening of the financial structure
— Conversion of 2003 OCEANE bonds

In October 2006, PPR decided to proceed with the early redemption
of all outstanding 2.5% OCEANE bonds maturing in January 1,
2008, and issued in May 2003 in the amount of €1,079.5 million. The
transaction was very successful, as virtually all bondholders exercised
their PPR share allotment rights.

In order to maximise value for its shareholders, PPR redeemed the
bonds by issuing 4,155,911 existing shares and 8,333,106 new shares,
while the remainder was redeemed in cash.

This transaction increased the Group's consolidated equity by
€719.6 million and reduced the Group’s net indebtedness by
€687.9 million.

COMMENTS ON 2006 ACTIVITY

The main financial indicators included in the PPR 2006 consolidated financial statements show very commendable performances:

[ i D 30 oo a5 G
Revenue 17,8309 16,937.9 +5.9%
Recurring operating income 1,274.5 1,062.6 +18.9%
as a % of revenue 7.1% 6.3% +0.8pt
Net income attributable to equity holders of the parent 685.3 535.4 +28.0%
Net income from continuing operaticns excluding non-recurring items
altributabla to equity holders of the parent 698.0 531.0 +31.5%
Gross oparating invastments 414.9 3445 +20.4%
Free cash flow from operating activities 1,069.6 917.2 +16.6%
Sharehclders' equity 9,1245 8,134.1 +12.2%
Net financial indebtedness 3.461.2 4,584.4 -24.5%
Average number of employees 70,179 71,029 {1.2%)

These figures once again reflect the PPR teams’ remarkable ability to generate a steady increase in earnings and a constant improvement in the

financial situation.
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Consolidated revenue from continuing operations in 2006 totalled €17,930.9 million, up 5.9% in actual terms and 4.8% on a comparable basis

compared to 2005:

o "w—'_m o GogEtie |
et 2005 INACTUGIMECE H O E) chabg el
Ratail Division 14,364.5 13,905.7 +3.3% +2.0%
Luxury Goods Division 3,568.2 3,034.4 +17.6% +18.1%
Hirminations and other (1.8 2.2 nm am
PPR - Continuing operations 17,930.9 16,937.9 +5.9% +4.8%

(1) Onaconstant Group and exchange rate structire — Luxury Goods Division aver 52 wecks.

Fiscal 2006 was a new year of sustained growth for PPR. Luxury Goods
brands continued to achieve remarkable growth, outstripping their
markets. The Luxury Goods division therefore represents 19.9%
of the total Group revenue in 2006, up significantly compared to
17.9% in 2005. The Retail division’s solid performance reflected the
companies’ resilience in a difficult environment, particularly in the
fourth quarter.

The increase in revenue includes the positive impact of changes in
Group structure in the amount of €184.6 million. These changes are
mainly due to the acquisition of Sodice Expansion by Conforama and
The Sportsman’s Guide by Redcats, in additien to the sale of Ibn Sina,
CFAQ’s pharmaceuticals subsidiary in Egypt (contribution to 2006
revenue: €62.8 million).

Revenue by geographical area

e 7 eeflipern

Exchange rate fluctuations had a negative impact on revenue in the
amount of €53.6 million, including €48.1 million arising from the
depreciation of the yen against the euro (only in the Luxury Goods
division), and €17.4 million arising from the depreciation of the US
dollar against the euro {mostly at Redcats).

In the Retail division, the adverse calendar impact amounted to
€63.2 million in 2006. For the Luxury Goods division, the application
af the Merchandise Calendar led to the recognition of revenue (for
the Retail section only) over 53 weeks instead of 52. The favourable
impact of this additional week totalled €40.3 million.

(Compatabic

B A % SRR wngs |

France 8,026.6 7,819.8 +2.7% +1.2%
Europa excluding France 4,484.9 4,232.9 +6.0% +5.8%
Naorth and South America 2,293.7 2,084.5 +10.0% +5.3%
Africa 1,751.4 1,565.4 +9.8% +11.1%
Oceania 197.2 182.5 +8.1% +8.3%
Asia 1,174.1 1,022.8 +14.8% +18.2%
PPR - Continuing operations 17,930.9 16,937.9 +5.9% +4.8%

(1) On a constans Group and exchange rate srructure — Luxury Goods Division aver 52 wecks,

International Group revenue totalled €%,%01.3 million in 2006, up
8.6% in actual terms and 8.4% on a comparable basis in terms of
Group structure and exchange rates. The weight of the Group's
international activity continued to grow and represents 55.2% of
total revenue in 2006, compared to 53.8% in 2005.

The Group was able to better withstand economic (luctuations through
the balance in its geographical locations and selling formats. Revenue
increased in all major geographical areas in 2006. In particular, the
Group has become less dependent on the European economy. Hence,
the Group's revenue outside Europe rose by 10.4% in 2006 {on a
comparzble basis in terms of Group structure and exchange rates) and
now represents 30.2% of total revenue compared to 28.8% in 2005.

Internet revenue

Group Internet revenue from continuing operations totalled
€1,642.3 million in 2006, up 23% compared to the previous year.

In 2006, e-commerce represented 11.3% of total Retail division
revenue, compared to 9.5% in 2005 (13.4% and 11.1% respectively
excluding CFAQ which does not have an e-commerce site). Luxury
Goods division on-line sales increased by 69.7% in 2006 while the on-
line sales in the Retail division rose by 23.1% (21.8% on a comparable
basis in terms of Group structure and exchange rates).
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Gross profit

The Group's gross profit totalled €7,855.7 million in 2006, up 7.0% compared to the previous year.

The gross profit percentage breaks down as follows:

f

L e ;
Retail Division 38.1% 38.3% 0.2 pt)
Luxury Goods Division 68.1% 66.5% +1.6pt
PPR - Contlhuing operations 43.8% 43.3% +0.5 pt

The Group’s gross profit percentage increased by 0.5 point to 43.8% due to:

% the increase in the weight of the Luxury Goods division within the Group;

@ the significant increase in the gross profii percentage across all brands in the Luxury Goods division;

@ the slight downturn recorded in the Retail division.

Recurring operating expenses

Up 4.9%, recurring operating expenses increased less rapidly than gross profit {7%), demonstrating once again the efficiency of the Group’s

systems and its teams’ ability to curb operating costs:

Sales and marketing expenditure (1,534.5) (1,511.4) +1.5%
Marketing expenses (3,116.5) (2,957.4) +5.4%
Qther operating income and expenses {1,630.2) (1,807.7) +6.8%
PPR - Continuing operations (6,581.2) (6,276.5) +4.9%
Qf which: payroll expenses (2,636.5) {2,468.5) +6.8%

The moderate increase in sales & marketing investments arises from
the 13% growth in the Luxury Goods division and a 2.2% reduction
in the Retail division (mostly at Redcats}.

The Group’s payroll expenses increased, especially in the Luxury
Goods division, which represented 25.3% of total payroll expenses
in 2006, compated to 23.1% in 2005. [n 2006, the productivity rale,
which measures payroll expenses in ratio to gross profit, stabilised
following a 0.1 point improvement in 2005 compared to 2004,

The average number of employees fell to 70,179 in 2006, compared
to 71,029 employees in 2005, The number of employees only rose in
the Luxury Goods division over the period, representing 17.4% of
the Group's average employees in 2006 {16.3% in 2005}. In 2006, the
average number of employees at the PPR Corporate head offices was
134 (146 in 2005).

Depreciation, amortisation and provisions for non-current operating
assets totalled €355.5 million in 2006, up 2.1% compared to 2005, due
to the efficiency gains in investment programs.

EBITDA

Earnings before interest, tax, depreciation and amortisation of non-current operating assets (EBITDA ) totalled €1,630 million in 2006, up 15.5%
compared to 2005:

[t e n T T o 2006 [ 2E05] @D’l!ﬂ
Retail Division 881.2 947.5 +3.6%
Luxury Goods Division 696.9 519.7 +34.1%
Helding companies and other {48.1) {56.4) +14.7%
PPR - Continulng operations 1,630.0 1,410.8 +15.5%

This considerable increase follows a 7.8% rise in 2005 (pro forma) compared to 2004, On a comparable exchange rate basis, EBITDA rose 15.9%

in 2006. :

EBITDA in ratio 1o revenue increased by 0.8 point to 9.1% for the entire Group due to the significant 2.5 points improvement in the Luxury

Goods division’s profitability to 19.6%.
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The Group’s recurring operating income totalled €1,274.5 million in 2006, up 19.9% compared to the previous year which had already reported

9.9% growth compared to 2004 (pro forma):

Retall Division 759.4 7294 +4.1%
Luxury Goods Division 565.2 392.0 +44.2%
Holding companies and other (50.1) (58.8) nm
PPR - Continuing operations 1,274.5 1,062.6 +19.9%

This substantial rise in PRR’s recurring operating income in 2006
reflects the excellent performance of the Luxury Goods division, which
now represents 42.7% of the Group’s recurring operating income
{excluding holding companies and other), compared to 35.0% in 2005
{28.3% in 2004). Through its ability to resist and adapt, the Retail
division also contributed to this improvement, in particular its foreign
subsidiaries.

The impact of exchange rate fluctuations on recurring operating
income was less significant than in previous years: on a comparable
exchange rate basis, the increase is 20.4%.

The Group's recurring operating profitability totalled 7.1% in 2006, up 0.8 point compared to 2005:

Ut o cmga 2005} @EH;};{J}
Retall Division 5.3% 5.2% +0.1 pt
Luxury Goods Division 15.8% 12.9% +3.0pts
PPR - Continuing operations 7.1% 6.3% +0.8 pt

The rise in recutring operating profitability was due to the combination
of:

o the increase in the weight of the Luxury Goods division within
the Group, thanks to its higher profitability and swifter activity
growth;

¢ the substantial increase in the Luxury Goods division’s profit to
15.9% in 2006, up 3.0 points compared to 2005;

@ the slight increase (0.1 point) to 5.3% in the Retail division;

¢ and the improvement in the income of “Helding companies and
other”

This improvement was due to the reduction in Corperate operating
costs, the increase in the contribution of transversal service firms and
the solid performance of Kadéos (subsidiary specialising in the design
and sale of gift vouchers and cards}.

Other non-recurring operating income and
expenses

Other non-recurring operating income and expenses consist of unusual
items, particularly with regard to their frequency, nature or amount,
likely to disrupt the appraisal of the Group’s economic performance
and represented an expense of €0.1 million in 2006. This included pre-
tax capital gains of €148.6 million (€90.2 million in 2005) recognised
on the sale of operating and financial assets, mainly including the
sale of real estate assets, the €52 million expense arising from the
SARs early buyback program in the Luxury Goods division, asset
impairments in the amount of €29.5 million (€57.7 million in 2005)
in addition to restructuring costs in the amount of €56.4 million
(€34.8 million in 2005), including €26 millien for the YSL Beauté
reorganisation plan.
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Net financial expenses

The Group’s net financial expenses break down as follows:

Cost of net financial indebtedness (241.5) (256.5) (5.8%)
Qther financial income and expenses (48.5) (50.9) (4.7%)
Net financial expenses (290.0) {307.4) (5.7%)

The cost of net indebtedness continued to decrease in 2006, reflecting
the steady decline in the Group's average outstanding net debt and
the very moderate increase in average interest rates by around
40 basis points. In a general conlext of rising interest rates, this rise
was contained through an active policy aiming to increase the fixed-
rate portion of net debt and the improvement in the Group's credit
quality.

In 2006, the cost of net indebtedness included a €54.5 million expense
in respect of the 2003 OCEANE bonds which were subject to early

Corporate income tax

The Group’s 2006 income tax charge breaks down as follows:

conversion in October 2006. This notional one-off expense arises
solely from the application of IAS 32 and IAS 39 and did not give
rise to any cash disbursement, Excluding this technical impact, the
net financial expense therefore totalled €235.5 million in 2006, down
23.4% compared to 2005,

The other financial expense items mainly relate to the adverse impaci
to date of the remeasurement of derivative instruments in accordance
with TAS 39.

~ T s i
Tax on recuring income (240.9) (188.4) +27.9%
Tax on non-recurring items {19.0) 1.4 nm
Total tax change (259.9) (187.Q) +39.0%
Effective tax rate 26.4% 24.7% +1.7 pt
Recurring tax rate 24.5% 25.0% (0.5 pt}

As of December 31, 2006, the increase in the Group’s effective tax rate
was attributable to non-current items.

Adjusted for the impact of non-current items and the corresponding
income tax, the current tax rate fell by 0.5 point to 24.5% due to:

@ the slight increase in the tax burden rate in the Retail division;

@ the rate decrease in the Luxury Goods division whose weight in
the Group’s total income significantly increased.

Net income from continuing operations
Net income from continuing operations totalled €726.7 million
in 2006, up by a staggering 26.4% compared to 2005.

The portion of this net income attributable to the equity holders of
PPR increased by 26.7% to €679.7 million.

Net income from continuing operations excluding non-recurring
items attributable to the equity holders of PPR increased by 31.5%
10 €698.0 million.
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Net income from discontinued operations

This heading includes all assets or groups of assets recognised
under IERS 5 — Non-current assets (or groups of assets) held for sale
and discontinued operations. As of December 31, 2006, operations
discontinued, sold or to be sold include Printemps, Orcanta, YSL
Beauté Recherche et Industrie and Fnac Service.

Net income from discontinued operations totalled €5.4 million
in 2006 {compared to a €1.0 million loss in 2005) and included in
particular:

@ a €50.4 million gain with respect to France Printemps;
> a €7.8 million gain with respect to Orcanta;

<+ a €39.9 million loss with respect to YSL Beauté Recherche et
Industrie;

¢ €129 million loss with respect to the “discontinued operations”
of Fnac, esseatially due to closure costs.



Minority interests

Minority interests amounted 10 €46.8 million in 2006, up 22.2%
compared to 2005 and mainly concern CFAQ and the Luxury Goods
division.

Net income attributable to the equity holders of
PPR

Net income attributable to the equity holders of PPR totalled
€685.3 million in 2006, up 28.0% compared to 2005

Adjusted for the post-tax impact of non-recurring items, net income
from continuing operations attributable to the equity holders of PPR
totalled €698.0 million, up 31.5% compared to the previous year.

This substantial increase was due to the steady improvement in the
Group's operating performances, the reduction in its finance costs
and the solid control of its income tax charge.
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Net earnings per share

The weighted average number of PPR shares used for the earnings per
share calculation was 121.4 million in 2006, compared to 118.7 million
in 2005. The share capital increase performed in October 2006 in order
to pay for the unhedged portion of the OCEANE bonds issued in 2003
created 8.3 million additional shares and was taken into account
on a time proportion basis in 2006. Taking inte account dilutive
instruments, the number of shares totals 121.7 million for 2006
(132.5 million for 2005).

Net earnings per share in 2006 was €5.64, up 25.1% compared to the
previous year. Excluding non-recurring items, net earnings per share
from continuing operations rose by 28.6% in 2006 to €5.75.

ANALYSIS OF OPERATING PERFORMANCES BY DIVISION

Retail division

S ——

Revenue after inter-company eliminations 14,357.2 13,898.1 +3.3%
Recurring operating income 759.4 729.4 +4.1%
as a % of revenue 53% 52% +0.1 pt
EBITDA 981.2 947.5 +3.6%
as a % of revenue £6.8% 6.8% +0.0pt
Gross operating investments 256.0 225.4 +13.6%
Average number of employeas 57,699 59,171 (2.5%)

In 2006, the Retail division once again proved its resilience and
maintained its sales momentum (up 3.3% compared to 3.4% in 2005)
in a difficult environment, while restoring growth in its recurring
operaling income (up 4.1% compared to a 0.9% downturn in 2005)
with a slight improvement in recurring operating profit {5.3%
compared to 5.2% in 2005).

Ona comparable basis in terms of Group structure and exchange rates,
the division's revenue rose by 2% in 2006, Furthermore, the calendar
impact was negative during the year a1 0.4 growth point.

The Retail division companies strengthened their positions
internationally; hence, 46.0% of Retail activity was performed outside
France in 2006 (45.5% in 2005).

In 2006, the adverse impacts of exchange rate fluctuations on recurring
operating income were measured: on a comparable exchange rate
basis, the increase rate is 4.3%.

Free cash flow from operations from the Retail division increased by
11.2% in 2006. This very satisfactory increase was obtained without
any slowdown in the investment programs, up 13.6%, and due to the
effective management of working capital requirements.
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Revenue after inter-company eliminations
Recurring operating income

as a8 % of revenua

EBITDA

as a % of revenue

Gross operating investments

Average number of employess

4,538.0 4,353.8
170.2 154.0
3.8% 3.5%
265.0 238.8
5.6% 5.5%

78.4 61.5
15,740 16,361

In a context marked by a high demand driven by technological
developments, strong price pressure and an increasingly multifaceted
competition, Fnac has significantly improved its performances for
the third year running.

[m 2005, Fnac generated revenue of €4,538 million, up 4.2% {4.7% on
a comparable basis in terms of Group structure, exchange rates and
number of trading days}.

In France, 2006 revenue, up 2.2%, was bolstered by technical products
and more specifically TV-Video (up 21.3%). Fnac obtained market
shares in most of its technical preducts ranges and maintained or
increased its market shares in books and publications in a sharply
declining French market. In music, Fnac’s market share was 27.2%
in 2006 (source: GFK), up 0.8 point compared to the previous year.

On-line sales continue to record high growth rates. Fnac’s [nternet
revenue totatled €262.5 million in 2006, up 22.2% compared to 2005.
This growth did not have a negative impact on profitability since
Fnac.com, the main e-commerce site, reported an operating profit
of 4.3% in 2006.

[n order to pursue its expansion in France, Fnac launched a store
concept in peri-urban zones and opened its first “Fnac- périphérie”
store in September in Bordeaux Lac. This new store has made a
promising start by surpassing its objectives, and paves the way for
substantial development in the years to come.

Activities outside France, the company's strategic line of development,
rose by 10.8% and represent 25.2% of Fnac revenue in 2006. In
Spain, Portugal and Italy, the company reported two-figure growth.
Belgium is again profitable with growth. The countries in which the
company has more recently commenced operations confirmed their
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sales momentum, with a 16.4% growth in Brazil (on a comparable
exchange rate basis), and an increase in activity in Switzerland in a
highly competitive market.

In 2006, Fnac increased its recurring operating income by 10.5%
to €170.2 million, following a 10.9% growth in 2005. Its recurring
operating profit improved significantly by 0.3 point, This performance
was achieved despite the extent of the development programs which,
in 2006, weighed more heavily on income than in the previous year.

For the most part, this improvement arises from:

% a posilive product mix impact: technical products generate a lower
gross profit than books and publications, but their operating profit
is largely superior;

2 major productivity gains, due to the decrease in the average number
of employees and the virtual stability of payroll expenses;

@ the reduction in operating costs, with, in particulat, a reduction
in the Fnac Paris head office expenses.

In France, excluding developments, the company’s profitability
increased slightly in 2006. Internationally, the performances were
outstanding: Spain and Portugal improved their profitability, recurring
operating income in Brazil increased and ltaly significantly reduced
its losses, and Switzerland and Belgium are now close to their break-
even points.

Due to sound management of working capital requirements, Fnac
increased its free cash flow from operations by 20.3% despite the
intensification of its store opening and remodelling programs. The
cost of these transactions was optimised to the extent that the increase
in gross operating investments was contained at 27.5%.
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Revenue after inter-company eliminations 3,219 3,138.7 +4.3%
Recurring operating income 181.7 1774 +2.6%
as a % of revenue 56% 5.6% +0.0 pt
EBITDA 242.2 2371 +2.2%
as a % of revenua 7.4% 7.6% 0.2pY
Gross operating investments 61.6 62.4 {1.3%)
Average number of employees 13,412 13,139 +2.1%

In 2006, Conforama continued to modernise its concept, adapt its
product ranges and optimise its supply chain. [ts non-Group revenue
totalled €3,271.9 million, up 4.3% in actual terms and 1.0% on a
comparable Group structure and exchange rate basis.

In France, Conforama generated revenue of €2,270.8 million in 2006,
up 2.3% on a comparable basis in terms of Group structure and
number of trading days:

% in Furniture, repositioned product families recorded satisfactory
growth: in particular Children's bedrooms (up 8.6%), Living
rooms (up 4.6%) and Kitchen kits (up 12.5%]); a 2007 market
plan was drafted for the other product families;

¢ in White Goods, a 3.5% growth rate during the period demonstrates
Conforama's correct positioning in this category; in Brown Goods,
Conforama benefited from the “World Cup effect” and followed
the markel’s rising price trend to record 3.4% growth; in Grey
Goods {up 0.6%), low margin product sales were deliberately
reduced in 2006;

¢ in Home Decoration, the overhau! of the product offer has shown
promising initial results; the category increased by 6.3% in 2006
with excellent trends in the product families for which the
approach has been finalised: Textiles (up 12.6%) and Rugs (up
12.3%) for example.

Furthermore, the performances recorded by recently renovated stores
were particularly satisfactory. The cost of renovations was reduced in
addition to the duration of the work. In addition, per square metre
revenue increased, particularly in the furniture and home decoration
markets.

International activity excluding Italy rose 4.1%, underscoring solid
performances in Spain, Croatia, and Poland.

In 2006, market conditions were particularly difficult for distributors
in [taly. Conforama's revenue felt there by 5.8%. The Group is banking
on the conversion of Emmezeta stores to the Conforama concept
to ensure a turnaround. The performances of the Verona store,

remodelled according to this concept in 2006, largely surpassed the
other Italian stores. This model will therefore be steadily extended to
the entire store network, with three conversions scheduled for 2007.

In Switzerland, the recent openings strengthened the territorial network
with a limited cannibalisation effect. In 2006, revenue increased by
4.0% on a comparable exchange rate basis and Conforama acquired
shares in the Furniture market (5.3% growth).

For the other countries, the new concept, which is less predominant
in Brown Goods and Grey Goods compared to Furniture and Home
Decoration, made a promising start and was particularly successful
in Spain (up 7.7%) and Poland (up 15.9%}. The gradual deployment
in the other stores and Portugal should be positive in forthcoming
months.

In 2006, Conforama’s recurring operaling income increased once
again by 2.6% to €181.7 million, following a 14.4% decline in 2005.
Recurring operating profit was sustained at 5.6%.

Conforama's gross profit percentage rose by 0.4 point in 2006,
following a similar improvement in 2005. This performance reflects
the impact of a positive product mix trend, particularly in the second
half of the year, with higher rates in all product categories, and the
impacts of a more effective management of promotional offers,
especially since the second quarter of 2006.

Despite the store network extension in 2006 and 2005, the rise in
operating expenses was contained during the period. In particular,
the logistics processes and mechanisms were better controlled so that
their cost only rose by 3.9% for the enlire network.

Despite the decline in its activity in [taly, Emmezeta, also present
in Croatia, managed to maintain its recurring operating income by
closing a loss-making store and adapting its cost structure.

The expenditure incurred in gross operating investments for store
openings, conversions and renovations increased by 21.3% in 2006,
The increase due to the intensified expansion and remodelling projects
was attenuated by a significant reduction in per square metre costs.
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Revenue after inter-company eliminations
Recurring operating income

as a % of revenue

EBITDA

as a % of revenue

Gross operating investments

Average number of employees

4,327.9 4,373.3 (1.0%})
225.1 231.3 (2.7%])
5.2% 5.3% f0.1 pt)
2751 27684 {1.2%)
6.4% 6.4% +0.0pt

46.1 56.6 {18.6%)
18,412 18,950 {2.8%}

In 2006, the home shopping sector had to cope with a particularly
difficult environment, with a clothing market affected by erratic
climatic conditions. Redcats resisted better than its direct competitors
by continuing to convert its traditional model to 2 multi-specialist and
multi-channel model focusing on sirong brands and the development
of Internet sales.

In this context, Redcats’ non-Group revenue decreased slightly by
1.0% to €4,327.9 million and by 2.3% on a comparable exchange rate
basis and excluding discontinued catalogues.

Redcats confirmed its Internet leadership in textiles and minor
decorations. In 2006, on-line sales increased by 23.1% to
€1,352.7 million and represent 33.8% of Redcats’ total home shopping
sales (compared to 27.1% in 2005). This growth was driven by
numerous technological and sales innovatiens, but did not offset the
sluggish traditional catalogue sales.

Redcats increased the market share of its flagship brands:

@ La Redoute improved the appeal of its product offer, particularly
in women’s fashion with solid growth in ready-to-wear and
accessories; present in 22 countries, the brand continues to expand
internationally in new countries;

¢ the Children-Family division confirmed its cosreet positioning and
its control of a multi-channel strategy, with stores representing
30% of total activity;

2 the Outsize division in the US maintained its leading position with
2 5.1% growth on a comparable basis in 2006;

% The Sportsman’s Guide reported 8.2% growth, thus outstripping
its direct competitors, with solid Internet growth representing
around 58% of total sales.

The other activities are currently being repositioned:

o the Senjor division set up a sales strategy focusing on the Daxon
brand; the Scandinavian division is currently being streamlined
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and modernised, and Empire Stores in the UK accelerated the
conversion of its specific traditional model (“Agency”);

2 the Misses division in the US began to restore the appeal of its
product offer by optimising its sales coordination; at the same
time, the change in the name [rom Lerner to Metrostyle proved
successful in 2006.

During this transition, the sales strategies aimed to encourage
continuous buying by the best customers with limited prospection
and an optimisation of sales promotion measures. These initiatives
weighed somewhat on revenue in the short term (particularly in the
fourth quarter of 2006) but helped maintain profitability and laid the
foundations for the future.

In 2006, Redcats’ recurring operating income totalled €225.1 million,
compared to €231.3 million in the previous year. Recurring operating
profit dropped slightly to 5.2%.

Excluding The Sportsman’s Guide, whose gross profit percentage
is structurally lower, Redcats managed to improve its gross profit
percentage due, in particular, to the increasing popularity of Asian
outsourcing and a sound inventory management.

Through drastic cost cutting programmes, Redcats has maintained
its profitability, with in particular:

® optimised sales investments, including the reallocation of a portion
of catalogue-related expenditure 1o Internet profits;

2 tight control of payroll expenses virtually stable, excluding the
consolidation of The Sportsman’s Guide;

% and substantial savings on all operating costs.

In 2006, Redcats’ free cash flow from operations increased by 30.9%,
due to a sound management of working capital, in particular regarding
inventory, and a tight control of operating investments. These include
the expenditure incurred in IT and logistics projects for €28.2 million
in 2006, up 3.7% compared to 2005.
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F.aﬂ o) +m 2005} [Chands ]
Revenue after inter-company eliminations 2,219.4 2,034.3 +9.1%
Recurring operating income 182.4 167.0 +9.2%
as a % of revenue 8.2% 8.2% +H.0pt
ESITDA 208.9 193.2 +8.1%
as a % of revenue 9.4% 9.5% {0.7 py
Gross operating investments 69.9 44.9 +55.7%
Averags number of employees 10,135 10,721 {5.5%)

This year again, CFAO reported steady and robust growth in its
performances with a revenue of €2,219.4 million, up 9.1% in actual
terms and 9.7% on a comparable Group structure and exchange rate
basis.

In 2006, CFAQ’s activity was boosted particularly by a favourable
economic environment and the solid growth in Sub-Saharan Africa.
The savings on the African continent benefited from the sharp rise
in commodity prices, numerous debt waiver programmes, a certain
political stability and the resumption of foreign investments.

in this context, the Automotive activity, which rose by 13.4% overall
in 2006, reported particularly high growth in Sub-Saharan and
Mediterranean Africa, whereas the French overseas departments
suffered an economic slowdown during the year.

The growth rate of the Pharmaceuticals activity slowed down in 2006.
Revenue increased by 3.9% in actual terms and by 7.2% on a comparable
basis. The trend was positive in Sub-Saharan and Mediterranean Africa
but more negative in the French overseas departments.

Luxury Goods division

In 2006, the growth of Production and distribution of convenience goods
activities reached 12.2%, based on the results of all entities, Revenue in
the Technologies activity declined by 7.8%, mainly due to the reduction
in its capabilities.

The rise in CFAQ’s recurring operating income was steady and
robust and accelerated in 2006, with a 9.2% growth, following 2 5.1%
increase in 2005. With a recurring operating income of €182.4 million,
profitability was maintained at 8.2% during the period.

This improvement was mainly due to a solid gross profit and
productivity gains, particularly driven by Sub-Saharan Africa
in 2006.

In addition, management of working capital requirements was
particularly effective in 2006 and the significant growth in gross
operating investments was partly financed by sales of assets in the
amount of €21.8 million. Hence, CFAQ reported significant growth
in free cash flow from operations in 2006,

G|

Revenue after inter-company eliminations
Recurring operating income

as a % of revenue

EBMDA

as a % of revenue

Gross operating investments

Average number of employees

3,564.4 3,030.4 +17.6%
565.2 392.0 +44.2%
15.9% 129% +3.0 pts
696.9 518.7 +34.1%
19.6% 17.1% +2.5 pts
157.1 112.7 +39.4%
12,194 11,550 +5.6%

Fiscal year 2006 confirmed the extraordinary potential of PPR’s Luxury
Goods brands and their ability to combine high sales growth and a
significant improvement in operating profitability in the long term.
This performance was not due to the success of a single flagship brand,
butt the contribution of the entire brand portfolio, thus underscoring
the refevance of PPR's multi-brand model.

For the Luxury Goods division, revenue from directly-operated store
retail sales is recognised using the “Merchandise Calendar.” For fiscal
year 2006, this comprised 53 weeks instead of 52 for the five previous
years. The overall impact of this additional week is €40.3 million, fully
taken into account in the fourth quarter. [n the following comments,
the revenue growth rates on a comparable basis are shown after

cancellation of the impact of the additional week and exeluding the
impact of exchange rate fluctuations.

All Luxury Goods brands reported very high growth, despite the adverse
impact of Japanese and US currencies that was particularly marked in
the second half of the year. in 2006, exchange rate fluctuations had a
negative impact on revenue in the amount of €48.3 million, inchiding
€48.1 million arising from the depreciation of the yen against the euro
and €5.8 million arising from the depreciation of the US dollar.

In 2006, the non-Group revenue of the Luxury Goods division totalled
€3,564.4 million, up 17.6%. On a comparable basis, the increase rate
is 18.19%, following a 15.9% growth in 2005.
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In 2006, the “Fashion and leather goods” activities of the Luxury
Goods division increased by 25.4% on a comparable basis. Once
again, the growth rates of PPR’s Luxury Goods brands in this sector
outstripped most of its direct competitors.

Excellent growth rates were recorded in all geographical areas (on a
comparable basis): 18.6% in Europe, 18.5% in North America, 12.1%
in Japan and 25.3% in Asia Pacific (excluding Japan) which, with
17% of the division’s sales, is now a more significant area than Japan.
Revenue in China, the priority growth area, rose by 64.0%.

In 2006, the Luxury Goods division reported an excellent recurring
operating income of €565.2 million, representing a remarkable growth

Gucci

rate of 44.2% in actual terms and 39.7% on a comparable basis (fora
minimum exchange rate fluctuation impact of 0.9 point). Operating
profitability increased significantly by 3.0 points to 15.9%.

The directly-operated store network continued to develop in 2006
with the opening of 28 additional units, thus bringing the 101al 1o
454 stores at the year-end. The renovations programme also intensified
to the extent that the division’s gross operating investments increased
by 39.4% in 2006. The Luxury Goods division therefore represented
37.9% of PPR Group investments, compared to 32.7% in 2005.

Free cash flow from operations in the Luxury Goods division rose
by 18.0% in 2006.

e {0 ealiftager

Revenue after inter-company eliminations
Recurring operating income

as a % of revenue

EBITDA

as a % of revenue

Gross operating investments

Average number of employees

2,100.5 1,806.3 +16.3%
611.8 485.4 +26.0%
29.1% 26.9% +2.2 pts
676.8 549.6 +23.1%
32.2% 30.4% +1.8pt
83.1 63.5 +46.6%
5,685 5,060 +10.4%

The Gucci brand, the Luxury Goods division's primary growth
engine, continued its sustained and balanced development in 2006
and confirmed its high operating leverage.

In 2006, Gucci posted non-Group revenue of €2,100.5 million.
Excluding the Timepieces™"” activity, revenue increased by 18.3% in
actual terms and 18.8% on a comparable basis. Retail sales in directly-
operated stores rose by 16.8%; indirect sales to third-party distributors
soared by 25.19%.

In mid-year, the Gucci Timepieces'” activity was directly integrated
into the Gucci brand. The initial steps towards repositioning the
product offer and consolidating the distribution network were taken
in the third quarter of 2006; these measures are intended to upgrade
the watch collections to ensure performance and consistency, by
capitalising on the success of the Twirl model, which perfectly reflects
the brand’s codes.

All the other product categories confirm the quality and relevance of
the collections, which were very well received throughout the world
by customers, the specialised press and celebrities:

% Leather Goods, Gueci's leading category, represented 56% of
activity, up 19.5%;

2 Shoes continued to develop with 21.3% growth;

< Ready-to-wear reported sustained growth of 18.8%, thus
confirming the solid momentum of its collections for both men
and women;

2 the 2007 Cruise collections, available in stores during the fourth
quarter, made a very promising start.

In 2006, Gucci also recorded excellent performances in all geographical
areas:

¢ in Europe, and more particularly in Spain, Germany and Frarce,
with a 19.0% growth on a comparable basis;

% in the United States, where the directly-operated store network was
very successful and sales rose by 20.4% on a comparable basis;

< in Japan where, despite the slowdown suffered by the Luxury
Goods sector, directly-operated store retail sales increased by 6.6%
(on a comparable basis), particularly through the overwhelming
success of its new Ginza flagship store;

2 in Asia Pacific (excluding Japan) which increased by 22.1% on
a comparable basis and where the momentum was particularly
sustained by the 68.9% growth in China and the success of the
Landmark flagship store in Hong Kong.

Gucci e-commerce really tock off in 2006, The e-commerce site
network is now fully operational in the United States, the United
Kingdom, France and Germany.

Gueei’s recurring operating income totalled €611.8 million in 2006,
up 26.0% in actual terms. The profitability rate amounted to 29.1%,
up significantly by 2.2 points compared to the previous year.

Gucci's gross profit percentage increased considerably by 1.3 points,
due to the rise in royalties, limited mark-downs that were slightly
lower than in 2005 and the positive impact of the brand's upgrading,
which resulted in targeted price increases.

In 2006, Gueci once again benefited fully from operating leverage.
Operating expenses only increased by 13.7% whereas gross profit rose
by 18.5%. However, in order to promote the brand’s image and boost
its sales momentum, communications and advertising expenses rose
by 25.7% over the period.

(1) The Timepieces activity involves the creation, manufacture and worldwide distribution of Gucei watches
exclusively to third party asseciates (major stores and specialised or multi-specialist stores).

68 2006 FINANCIAL DOCUMENT - PPR
o




Bottega Veneta

Fr m — e s e e e — -

e ax e

FINANCIAL INFORMATION T
2006 activity report. L

Revenue after inter-company ellminations
Recurring operating income

as a % of revenue

EBITCA

as & % of revenue

Gross operating investments

Average number of amployoas

oo Gierne |

266.9 159.7 +67.2%
54.8 13.7 +298.5%
20.5% 8.6% +11.9 pts
66.8 222 +196.4%
24.7% 13.9% +10.8 pts
13.6 8.9 +52.8%
918 543 +42.8%

Fiscal year 2006 was a record year for Bottega Veneta, from all points
of view.

Revenue totalled €266.9 million, up 67.2% in actual terms and 68.7%
on a comparable basis. This outstanding growth corresponds to
both directly-operated retail sales and indirect sales to third-party
distributors.

The success of collections is reflected in all product categories. With
66.0% growth, Leather Goods, which represented 84% of the brand’s
aclivity at the end of 2006, continued 10 forge ahead. The other
categories also reported outstanding improvements with, in particular,
a more than twofold rise in Ready-to-wear sales. Fine jewellery and
furniture collections, recently launched and available by order only,
made very promising starts.

In 2006, significant growth was reported in all regions. On a
comparable basis, growth totalled 65.4% in Japan, the brand's primary
market, $5.5% in Europe, 43.6% in the US and 69.2% in Asia Pacific
(excluding Japan).

Yves Saint Laurent

Lf-' [ WAL

With a recurring operating income of €54.6 million in 2006 and a
profitability of 20.5%, Bottega Veneta reported quite remarkable
growth compared to 2005 and, in particular, confirmed its formidable
potential in terms of profitability.

Bottega Veneta’s gross profit percentage is structurally high due to
the brand’s positioning and the considerable weight of leather goods
and direct sales in revenue. This rate increased again by 2.0 points
in 2006, due to production and supply gains generated by large scale
impacts.

In 2006, Bottega Veneta benefited from substantial operating leverage,
with operaling expenses up 40.8% for a gross profit up 71.9%, despite
asignificant rise in store network costs, on account of its considerable
expansion, and a 52.8% increase in communications and advertising
expenses.

Revenue after inter-company eliminations
Recurring operating income

as 3 % of ravenue

EBITDA

as a % of revenue

Gross operating investments

Average number ¢f employees

T )

193.6 162.0 +19.5%

{49.4) (65.8) +24.9%

{25.5%) {40.6%) +15.1 pts

{35.7) (50.79) +29.6%

{18.4%) (31.3%) +12.5 pts

4.9 4.3 +14,0%

922 945 (2.4%)

After the promising end 1o fiscal year 2005, the successful turnaround
of Yves Saint Laurent was confirmed in 2006, with very commendable
sales and operating performances.

Revenue steadily increased to reach €193.6 million at the end of 2006,
up 19.5% in actual terms and 19.1% on comparable basis.

In each quarter, directly-operated store retail sales accelerated,
resulting in a 20.8% increase on a comparable basis over the period.
This gave rise to a substantial improvement in the per square metres
sales ratio. Indirect sales to third-party distributors rose by 20.9%
due to the enormous success of the collections, in particular Men
and Women's Ready-to-wear.

In 2006, Yves Saint Laurent confirmed its role as a major player in
the Leather Goods market. As a result, this category reported 51.0%

growth, due in particular to the still highly acclaimed Muse bag and
the success of the models launched this year: The Double, Rive Gatiche
and Downtawn bags, launched at the year-end as part of the 2007
Cruise collection made a promising start.

Yves Saint Laurent recorded excellent performances in all geographical
areas in 2006, especially in Asia Pacific (excluding Japan), up 56.6%
on a comparable basis and the United States, up 18.4%. Sales in Japan
increased by 11.0%.

In addition, Yves Saint Laurent continues to attract the keen attention
of the press and celebrities and has recovered its historical trend-
setting brand status.

In 2006, Yves Saint Laurent’s losses were considerably reabsorbed, and
have decreased by 3(1.2% over two years.
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The gross profit percentage continued to rise significantly in 20086, by
2.3 points, due to the increasing weight of leather goods in revenue,
the sharp upturn in “full price” sales and a considerable decrease in
mark-downs.

This solid revenue growth, geared towards high margin segments,
combined with tight cost control (increase in operating expenses
limited to 4.2% in 2006) gave rise to a substantial improvement in
Yves Saint Laurent’s operating income in 2006.

YS1. Beauté

B oo T T
Revenue after inter-company eliminations 624.3 608.2 +2.6%
Recurring operating income 32.2 17.9 +79.9%
as a % of revenue 52% 29% +2.3 pis
EBITDA 515 345 +49.3%
asa % of revenue 8.2% 5.7% +2.5 pts
Gross operating investments 22.0 14.9 +47.7%
Average number of employees 3,138 3,383 (7.2%)

Fiscal year 2006 was a turning point for YSL Beauté, with the
reorganisation of head office services and the industrial restructuring
(sale of one of the two production units) and a new strategy refocusing
on key brands and priority markets.

Accordingly, YSL Beauté reported non-Group revenue of
€624.3 million, up 2.6% in actual terms and 3.0% on a comparable
basis. Adjusted for the discontinuation of the Fendi license, the
increase was 4.2% in 2006; likewise, the new refocusing strategy led
to the termination of the Van Cleef & Arpels license, with effect as
from January 1, 2007.

The improvement during the year was due to the success of the Yves
Saint Laurent brand, which was particularly marked in the second
half of the year, with the hugely successful launch of the new men’s
fragrance, L'Homme. Cosmetics sales were boosted by numerous
launches: Golden Gloss (lipstick), Mascara Infinity Curl and especially
Perfect Touch. Beauty care sales benefited from the launch of Hydra
Feel in the second half of 2006.

Other brands

I

YSL Beauté also benefited in 2006 from the launch of a new Stella
McCartney fragrance, Stella It Two, which confirms this brand’s high
potential.

YSL Beauté reported sound growth in Europe, Russia, South America
and the Middle East. In the United States, a very difficult market for
YSL Beauté, the fragrance L'Homime was very successful.

In 2006, YSL Beauté recorded recurring operating income of
€32.2 million, up 79.9% compared to 2005, and a profitability of 5.2%.
This substantial increasing was attributable to the strong appreciation
of gross profit percentages, especially in the second half of 2006 and
the considerable long-term savings generated primarily in the second
half of the year by the restructuring plans. A portion of these savings
was reinvested in communications expenses in order to finance the
major launches in the third quarter of 2006.

Revenue after inter-company eliminations
Recurring operating income

as a % of revenue

EBITDA

as a % of revenue

Gross operating investrments

Average number of employees

3791 294.2 +28.9%
10.3 (13.7 +175.2%
27% (4.7%) +7.4pts
26.4 2.8 +642.9%
7.0% 1.0% +6.0pts
235 21.1 +11.4%
1,462 1,351 +8.2%

With a non-Group revenue of €375.1 mitlion, i.c. 28.9% growth in
actual terms and 30.3% on a comparable basis, the other Luxury
Goods division brands recorded excellent performances in 2006,
This year was also a turning point for all brands as for the first time
ever they all reported a positive recurring operating income, having
improved their sales and operating performances.

Balenciaga had an excellent year once again, with robust growth in
all geographical areas, driven by the huge success of its collections,
and particularly women's ready-to-wear and leather goods. After a
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return to break-even in 2005, Balenciaga again improved its earnings
in 2006.

Due to the success of its Jewellery, Costume Jewellery and Watches
collections, Boucheron posted outstanding results in all its product
categories and geographical areas, particularly in Europe and Japan.
Boucheron has confirmed its return to break-even point in 2006 ene
year ahead of its market plan.

Sergio Rossi had a record activity in 2006, with balanced direct and
indirect sales growth in all geographical areas due to the optimisation
of production and distribution processes.




Once again, Alexander McQueen reported high sales growth in 2006,
particularly in Ready-to-wear and the brand's two essential products,
Shoes and Leather Goods.

Stelia McCartney continued its excellent growth momentum in 2006. All
the geographical areas contributed to this growth and the potential of the
new Shoes and Leather Goods lines was confirmed during the year.

Gucci Groep head office expenses

In 2006, Gueci Group head office expenses increased by €48.8 million
to reach €94.3 million. This increase is mainly attributable to:

o the remeasurement of SARs for €33.7 million;

© the initial implementation of a Long-Term Incentive Plan for
€7.8 million.

Share Appreciation Rights (SARs) constitute long-term cash-settled and
share-based optional compensation plans. Hence, the remeasurement
of services is recalculated at each balance sheet date and recorded in
income or loss. The SAR exercise price, a conventional theoretical
Gucci Group value, is determined on a quarterly basis by applying
price-earnings ratios for a basket of comparable companies to the
results of the Luxury Goods division over twelve sliding months.

The expense recorded in 2006 as recurring operating income in
respect of the SARs was €46.4 million (€12.7 million in 2005). This
increase is attributable to the improved performance of the Luxury
Goods division and the fact that a greater number of aptions were
“in the money” and vested during the year. [n the first half of 2006,
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the appreciation of the basket ratios accentuated this increase; during
the year, the ratios were virtually stable to the extent that the second
half-year expense was reduced.

In December 2006, Gucci Group implemented an early buyback
programme for these SARs for 2.1 million options. At the end of
this transaction, there were 0.6 million outstanding SARs compared
to €3.9 million a1 the same period last year (also considering the
1.2 million net SARs exercised or cancelled). The pre-tax cost of this
transaction was recorded in non-recurring operating expenses for
€52.0 million in 2006.

The expense recorded in recurring operating income in 2006
corresponds to the remeasurement of services up to the initiation
of the buyback programme and the cost of exercising the SARs over
the period. In 2007, this expense will be incurred again but for a
significantly lower amount.

Furthermore, in 2006, the decision was made not to renew the
SAR allocation plans and replace themn with a Long-Term [ncentive
Plan for motivation and retention purposes. Under a yearly plan,
the beneficiaries may receive, after three years, a fixed percentage of
their basic salary only if they are still present in the company and the
forecast financial objectives {operating income and free cash flow from
operations) are met, The Group's commitment is therefore contained
within a maximum budget.

In 2006, the expense recorded corresponds to a third of this
commitment, less normal staff turnover. In 2007, the second annuity of
the 2006 Plan and the first annuity of the 2007 Plan will be recorded.

COMMENTS ON THE FINANCIAL STRUCTURE

In 2006, PPR once again bolstered its financial structure by reducing capital employed, considerably improving its equity and significantly

decreasing its net indebtedness:

[ o T T T T o Bz |
Goodwill and net intangible assets 12,212.0 12,150.9 +61.1
QOther non-current assets, net 878.2 1,389.0 (512.8)
Current assets, net (241.9) (314.3) +72.4
Provisions {514.1) {507.1) (7.0}
Capital employed 12,332.2 12,718.5 (386.3)
Net assets held for sale 253.5 +253.5
Shareholders’ equity 9,124.5 8,134.1 +990.4
Net financial indebtedness 3,461.2 4,584.4 (1,123.2)

Capital employed

As of December 31, 2006, capital employed fell by 3.0% compared to the previous year.

Goodwill and net intangible assets

As of December 31, 2006, goodwill & net intangible assets represented 54.5% of total assets {52.8% as of December 31, 2005). The increase in
this heading was primarily due to the adoption of IFRS 5 by France Printemps and Orcanta for a negative amount of €265.7 million, exchange rate
fluctuations for a negative amount of €67.6 million and acquisitions of subsidiaries or minority interests for €413.9 miltion.
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Other net non-current assets

Loriemm B oo R g
Property, ptant and equipment, net 1,900.6 2,538.7 (638.1}
Net deferred taxes (1.247.0) {1,379.7) +132.7
Investments in associates 19.3 44.0 {24.7}
MNon-current financial assets, net 218.0 240.8 {24.8}
Other non-current assets (129 (54.8) +42.1
Other non-current financiat assets, net 876.2 1,389.0 {512.8)

The decrease in property, plant and equipment was primarily due
to the adoption of [FRS 5 by France Printemps and Orcanta for a
negative amount of €615.4 million, exchange rate fluctuations for
a negative amount of €33.0 million and acquisitions of subsidiaries
for €64.8 million.

As of Decemnber 31,2006, property, plant and equipment comprised
land and buildings in the amount of €808.9 million {compared 1o
€1,348.1 million in the previous year). Generally, PPR prefers 1o
lease the surface areas used for commercial purposes. Nevertheless,
in the Retail division, Conforama owns 71 of its French stores, 6 of
its Spanish stores, 3 of its Portuguese stores, all of its stores in Poland
and Croatia and one store in Switzerland. Redcats owns the walls of
around 10% of its stores, 40% of its warehouses and 30% of its offices.
CEAD owns around two-thirds of the sites operated in Africa and
the French overseas departments. Fnac rents virtually all the surface
areas that it occupies. The Luxury Goods retail stores are located in
prestigious locations in the world’s largest cities and generally leased.
However, the Group owns the premises of 11 stores out of a tolal
network of 454.

The decrease in net deferred taxes was attributable to the adoption
of IFRS 5, mainly by France Printemps, for €121.4 mitlion. Tax losses
and tax credits not utilised in respect of which no deferred tax asset

is recognised totalled €1,115.5 million as of December 31, 2006
(€1,213,2 million as of December 31, 2005).

The increase in miscellaneous non-current assets was mainly due to
the movements in interest rate hedging derivatives.

Net current assets

As of December 31, 2006, net current assets were negative at
€241.9 million, of which €187.9 million relates to the Luxury Goods
division (€105.5 million less than in the previous year).

In 2006, effective management of working capital requirements
generated a positive cash flow (excluding tax) of €69.6 million
{including changes in customer loans for €26.2 million).

As of December 31, 2006, inventories totalled €2,744.2 million and
trade receivables €1,116.4 million (respectively €2,827.2 million and
€1,125.6 million in the previous year). Cuslomer loans, generated
by Redcats consumer credit activities, totalled €397.7 million as of
December 31, 2006, down €18.9 million compared 1o 2005.

Current tax liabilities decreased mainly due to the payment of taxes
on sales of shares in previous years (in particular Rexel, Finaref and
Facet).

Provisions

Provisions for termination payments on retirement and similar benefits {260.7) {279.4) +18.7
Other provisions for contingencies and losses (253.4) {227.7) 25.7)
Provisions (514.1) {507.1) {7.0)
As of December 31, 2006, the decrease in provisions for retirement Net assets held for sale

and similar benefits was primarily due (€21.% million} to the adoption
of IFRS 5 by France Printemps and Orcanta. In 2006, the non-current
portion of these provisions totalled €248.6 million (€266.1 million
in 2005).

Other provisions for contingencics & losses are non-current liabilities
in the amount of €140.% millien in 2006 (€142.7 million in 2005) and
mainky hedge against warranty and tax litigation risks.
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As of December 31, 2006, this heading results from the adoption of
IFRS 5 by France Printemps.
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Equity

(o | s G G
Shareholders' equity attributable to equity holders of the parent 8,971.1 7.985.3 +0B5.8
Minority interests 1563.4 148.8 +4.6
Shareholders’ equity 9,124.5 8,134.1 +990.4

[n 2006, equity increased considerably, in particular due 1o the impact
of:

% net income for the year (€732.1 million);

% dividends distributed by PPR and its subsidiaries
(€355.4 million);

® movements in share capital and treasury shares {€635.4 million,
including €719.6 million with regard to the share capital increase
subsequent to the conversion of the OCEANE bonds issued
in 2003);

¢ foreign exchange losses (€97.8 million);

% and the fair value measurement of certain financial instruments
{€79.0 million).

PPR’s share capital as of December 31, 2006 comprised 128,387,724
shares with a par value of €4 each.

In January and May 2006, 394,062 treasury shares were cancelled
(without any impact on the consolidated financial statements) and
8,333,106 shares were created to pay for the unhedged portion of the

QOCEANE bonds issued in 2003. Furthermore, 269,548 shares were
acquired following the exercise of PPR share purchase options set
up in 2005 in order to hedge subscription plans and a net balance of
25,000 shares was sold under the liquidity contract.

In addition, 1,480,000 PPR share purchase options were acquired
in order to hedge the stock option plans allocated in 2002, 2003,
2004 and 2006. PPR also reorganised the partial initial hedge of the
OCEANE bonds issued in 2003 with 1,155,911 additional calls. These
4,155,911 purchase options were exercised at the end of October for
the conversion of the OCEANE bonds issued in 2003.

As of December 31, 2006, PPR did not hold any treasury shares in its
portfolio or under its liquidity contract. As of December 31, 2005,
PPR held 149,514 treasury shares, including 25,000 shares under its
liquidity contract.

Minority interests as of December 31, 2006 correspond to the
CFAQ and Luxury Goods division subsidiaries for €108.5 million
and €41.7 million respectively (€100.9 million and €44.1 million
respectively in 2005).

Net indebtedness

[ . G IR, ) 2005
Grass borrowings excluding the financing of customer loans 5043.4 6,463.1
Fair value hedging derivative instruments {interest rate) {26.6) {65.5)
Cash and cash equivalents [1,555.6) (1,813.2
Net financial indebtedness 3,461.2 4,584.4

Group net indebtedness stood at €3,461.2 million as of December 31,
2006, down 24.5% compared to December 31, 2005. In particular,
gross borrowings were reduced by €1,419.7 million over the period.

In 2006, PPR continued to strengthen its financial structure and
increase the flexibility of its financing sources, and this was accelerated
by the early conversion of the 2003 OCEANE bonds. The Group’s
credit ratios have improved:

% the“gearing” ratio (net indebtedness to equity ratio) totalled 37.9%
as of December 31, 2006, compared to 56.4% as of December 31,
2005 and 68.0% as of January 1, 2005;

@ the “solvency” ratio {net financial indebtedness to EBITDA ratio)
totalled 2.12% as of December 31, 2006, compared te 3.10% as
of December 3§, 2005 and 3.77% as of January 1, 2005 (data
published over twelve months).

The agency Standard & Poors awarded PPR with a “BBB-" with a
stable outlook rating.

Short-term and long-term borrowings represented 42.3% and 32.4%
of total borrowings respectively as of December 31, 2006 (36.1% and
21.7% respectively as of December 31, 2005).

In 2006, PPR continued its interest rate setting and capping policy.
Hence, despite the significant impact of the early conversion of the
QCEANE bonds issued in 2003, the fixed-rate portion of borrowings
as a percentage of total gross borrowings amounted to 42.5% as of
December 31, 2006 (compared to 50.8% as of December 31, 2005).

As of December 31, 2006, the Group’s gross borrowings primarily
consisted of Euro financing. Excluding exchange rate hedging and
inter-company refinancing, the US denominated portion represented
7.1% of total gross borrowings while the Japanese yen denominated
portion represented 6.2%.

As of December 31, 2006, the Group had confirmed credit lines of
€5,030.9 million, compared to €3,105.6 million as of December 31,
2005. The undrawn balance of these credit lines as of December 31,
2006 totalled €4,733.1 miilion, compared to €4,913.1 million as of
December 31, 2005.
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Change in net indebtedness

The significant decrease in net indebtedness over fiscal years 2006 and 2005 may be summarised as follows:

[N T TS

oo T

Net financial indebtedness as of January 1 4,584.4 5,183.8
Free cash flow from operating activities (1,069.6) HN7.2)
Net interest paid and dividend received 184.5 176.4
Acquisitions and disposals of financial assets (174.9) (104.3)
Dishursements on prior sales of securities 153.1 85.3
Impact of the conversion ¢f the Ccéane bond issued in 2003 (687.9)

Impact of changes in treasury shares 655 {185.5)
Dividend paid 3556 326.3
Other changes 50.5 19.6
Net financial indebtedness as of December 31 3,461.2 4,584.4

Free cash flew frem operations

The generation of free cash flow from operations is one of the primary objectives for all Group teams. In 2006, free cash flow from operations

increased by 16.6% to reach €1,069.6 million:

Cash flow from operating activities before tax, dividends and interest 1,540.4 1,318.1 +16.9%
Changes in working capital requirements {excluding tax) 62.6 51.5 +35.1%
Carporate income tax paid {198.0) {140.3) +41.1%
Excess cash from operating activities 1,412.0 1,220.3 +14.9%
Net operating invasiments (342.4) 312.1) +9.7%
Free cash flow from operating activities 1,069.6 917.2 +16.6%

In 2006, the rise in cash flow from operating activities before tax,
dividends and interest for €222.3 million exceeds the increase in
EBITDA (€219.2 million), which reflects the Group’s focus on
generating cash resources.

The management and optimisation of working capital requirements
were particularly effective in 2006, particularly regarding inventories.

Corporate lax payments increased due to the rise in the income tax
charge in the income statement (€72.9 million} and the slight increase
in unpaid items.

Net cash flows from operating activities therefore rose by 14.9%
in 2006 following the 6.6% growth in 2005.

In 2006, net operating investments included sales of property, plant and
equipmentand intangible assets for €72.5 million (€32.4 million in 2005},
Gross operating investments therefore increased by 20.4% in 2006
to reach €414.9 million and mainly include the sales outlet openings,
conversions and rencvations for €238.3 million {€168.1 million in 2005}
and logistics and IT projects for €91.1 million (€88.4 million in 2005).

Available free cash flow

The disbursements for net finance costs included interest and dividends
received for €38.6 million in 2006 {€48.0 million in 2005).

As a result, available cash flow totalled €885.1 million in 2006
(€740.8 million in 2005), up 19.5%.
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Finaxcial transactions

In 2006, financial purchases and sales mainly included the takeover
of The Sportsman’s Guide by Redcats and Sodice Expansion by
Conforama, less the profits from the sales of France Printemps and
Qrcanta and vartous share purchases and sales, mainly involving real
estate, For 2005, virtually all these cash flows were generated by the
sale of the remaining Facet shares.

In 2006 and 2005, disbursements for previous sales of shares included
tax payments on the capital gains arising from the sale of Rexel, Finaref
and Facet.

PPR share capital transactions — Dividends paid

‘The impact of the early cenversion of the OCEANE bonds issued
in 2003 corresponds to the cash flow generated by the related share
capital increase.

The treasury share movements include the impacts of the liquidity
contract and stock option plan hedging transactions on cash flow.
In 2005, they also included income of €224.8 million relating to the
sale of treasury shares in the amount of €2.7 million.

[n 2006, dividends paid included the dividends paid 1o the minority
shareholders of consolidated subsidiaries in the amount of
€29.9 million (€27.0 million in 2005).
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DIVIDEND

The Board of Directors will submit a dividend distribution of €3.00
per share, up 10.3%, to the General Shareholders’ Meeting of May 14,
2007 for approval.

PPR has adopted a solid and steady dividend growth policy. Hence, the
10.3% growth in the per share dividend in 2006 follows the increases
of 7.9% in 2005, 5.0% in 2004 and 4.3% in 2003.

The amount that could be distributed in 2007 is €385.2 million, up
17.7% compared to the previous year. This implies the following
distribution” rates:

& 55.2% of 2006 net income from continuing operations excluding
non-recurring items attributable to the equity holders of PPR
(compared to 61.6% and 63.7% for 2005 and 2004 respectively);

©  43.5% of 2006 available cash flow (compared to 42.2% and 65.8%
for 2005 and 2004 respectively).

calculated, for fiscal years 2005 and 2004, using accounting aggregates
published in 2005 with a pro forma 2004 over twelve months.

SUBSEQUENT EVENTS

On February 25, 2007, PPR received a firm offer from Accor for the
acquisition of all the share capital of Kadeos for €210 million.

PPR has accepted this offer and entered into exclusive negotiations with
Accor in order to finalize the preparation of the legal documentation for
the transaction, which is expected 1o close in or around mid-March,

This transaction will inaugurate a partnership with the Accor group in
France and internationally. This means that the gift card and voucher
activity will be confided to a leader of the sector. It will also ensure

the long-term continuity of the Kadeos commercial agreements with
all Group companies

Kadéos reported revenue of €17.1 million in 2006 (€19.1 million
in 2005) and contributed to Group revenue {after elimination of
inter-company sales) in the amount of €4.1 million (€3.2 million
in 2005). In 2006, Kadéos’ contribution to net income from continuing
operations attributable to the equity holders of PPR was €1.0 million
{€0.4 million in 2005}.

OUTLOOK

The 2007 outlook for the PPR Group appears favourable considering the robust sales of the Retail division and the steady growth of the Luxury

Goods division in the first weeks of the year.
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Consolidated financial statements for the year
ended December 31, 2006

The 2005 and 2004 comparalive information presented in this document was restated to comply
with the IFRS in effect on the date the financial statements were prepared and to reflect the classification

of certain activities in accordance with IFRS 5. These restatements are described in Note 3.

CONSOLIDATED INCOME STATEMENT FOR THE YEARS ENTFD DEC EMBFR 31, 2008, 2003 AND 2004

| #e & g RIS m 2005} 20041 ﬂ]
CONTINUING OPERATIONS
Revenue 7 17,930.9 18,937.9 16,660.5
Cost of sales (10.075.2) (9.598.8) {9,337.0)
Gross profit 7.855.7 7,339.1 7.323.5
Payroll expensas 8-9 (2,636.5) (2,469.5) {2.413.9)
Other recurring operating income and expenses (3,844.7) (3,807.0) {3.843.3)
Recurring operating income 10 1,274.5 1,062.6 1,066.3
Other non-recurring operating income and expenses i1 {0.1) 3.1 93.3
Operating income 1,274.4 1,065.7 1,159.6
Finance costs 12 {290.0) {307.4) (293.2)
Income before taxes 984.4 758,3 866.4
Income taxes 13 {259.9) {187.0) 317.0
Share in earnings of associates 2.2 3.4 14.4
Net income from continuing operations 726.7 574.7 563.8
o/w attributable 1o equity holders of tha parent 679.7 536.4 504.5
o/w attributable to minority interests 47.0 38.3 59.3
DISCONTINUED OPERATIONS
Net income from discontinued operations 14 54 {1.0) §13.0
o/w attributable to equity holders of the parent 586 (1.0} 560.6
o/w attributable to minonty interests 0.2 52.4

Net income of consolidated companies 7321 573.7 1,176.8

o/w atiributable to equity holders of the parent 685.3 535.4 1,065.1

o/w attributable to minority interests 46.8 383 1117

Net income attributable to equity holders of the parent 2.18 685.3 5354 1,065.1
Earnings per shara (in €) 15.1 5.64 451 8,94
Fully diuted earnings per share {in € 15.1 5.63 4.40 8,21

Net income from continuing operations attributable 1o equity

holders of the parent 2.18 679.7 536.4 504.5
Earnings per share (in €} 15.1 .60 452 4,24
Fully dituted earnings per share (in €) 15.1 5.58 4.40 4,01

Net income from continuing operations excluding non-

recurring items attributable to equity holders of the parent 2.18 658.0 531.0 538.1
Earnings per sharo (n €) 15.2 5,75 4.47 450
Fully diluted earnings per share {in €) 15.2 5,73 4.36 4,25

{1) Excluding 1AS 32/39 - Luxury Goods Division consolidared for a 14-month period from November 1, 2003 to December 31, 2004.
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CONSOLIDATED BALANCE SHEET as OF DECEMBER 31, 2006, 2005 ANL 2004

Assets

i T e S v |
Goodwill 16 5,609.3 55459 5,386.6
Cther intangible assets 17 8,602.7 6,605.0 6.618.4
Property, plant and equipment i8 1,900.6 2538.7 26235
Investments in associates 20 19.3 44.0 46.9
Non-current financial assets 21 216.0 240.8 241.2
Deferred tax assets 13.2 692.8 5868 425.%7
Other non-current assets 13.8 118 14.4

Non-current assets 15,054.6 15,571.6 15,366.7
Inventories 22 27442 2,827.2 26326
Trade receivables 23 1,116.4 1,1256 1052.5
Customer loans 23 397.7 4166 4191
Current tax receivables 13.2 56.8 520 46.2
Other current financial assets 24 741 501 146.5
Other current assets 23 1,136.4 1,147.3 1,225.5
Short-term receivables on divestrmenis 25 2,181 8
Cash and cash equivalents 25 1,585.6 1,813.2 2,106.3

Current assets 7.081.2 74320 9,810.5

Assets classified as held for sale 14 253.5

Total assets 22,389.3 23,0036 25,177.2

{1) Excluding IAS 32/35.

Liabilities and sharcholders’ equity

Share capital 26 513.6 481.8 489.7
Capital reserves 2.661.6 2011.7 2,165.6
Treasury shares {13.8) (51.6)
Cumulative tranglation adjustments (18.4) 786 74.1)
Remeasurement of financial instruments 48.2 (30.4}
Other reserves 5,766.1 5,457.4 5,250.8
Shareholders' equity attributable to equity holders of the
parent 26 8,971.1 7,985.3 7,780.4
Shareholders' equity attributable to minority interests 153.4 148.8 238.8
Shareholders’ equity 26 9,124.5 8,134.1 8,019.2
Leng-term borrowings 28 3.140.7 4,398.9 6.103.2
Other non-cumrent financial liabilites 30 18
Provisions for retirement and similar benefits 27 248.8 26641 2333
Provisions 28 140.9 142.7 164.8
Deferred tax abiliies 13.2 1,933.8 1,965.3 1,859.7
Non-current liabilities 5,470.0 6,774.8 8,361.0
Short-term borrowings 29 1,902.7 2.064.2 2,910.2
Financing of customer lpans 29 3977 416.6 419.1
QOther current financial hiabilities 30 44.7 19.5 1.2
Trade payables 23 2,500.6 2,758.1 2,643.8
Prowvisions for retirement and similar benefits 27 12.1 13.3 14,2
Prowvisions 28 1125 85.0 1835
Current tax liabilities i3.2 279.7 355.7 266.6
QOther current liabilities 23 2.5448 2,:382.3 2,348.4
Current liabilities 7,794.8 8,004.7 8,797.0
Liabilities associated with assets classified as held for sale 14
Total liahilities and shareholders’ equity 22,389.3 23,003.6 25,177.2
(1) Excluding IAS 32/39.
2006 FINANCIAL DOCUMENT - PPR 77




@

@ 1 FINANCIAL INFORMATION
L....wmf Consolidated financial statements for the year ended December 31, 2006

CONSOLIDATED CASH FLOW STATEMEN'T as OF DECEMBER 31, 2006, 2005 AND 2104

Net income from continuing operations 726.7 574.7 563.8
Net recurdng charges to depreciation, amortisation and
provisions on non-gurrent operating assets 355.5 348.2 364.4
Other non-cash income and expenses 310 (22.1) 26.1
Cash flow from operating activities 33.1 1,113.2 900.8 954.3
Interest paid/received 182.5 2263 258.2
Dividends received (1.2} {15.1) 26.0)
Netincome tax payable 2459 207 1 147.0
Cash flow from cperating activities before tax, dividends and intergst 1,540.4 1,318.1 1,334.5
Change in working capital requirement 43.4 43.2 5.2)
Change in customer loans 282 83 28.6
income 1ax paid (198.0) (140.3) (204.9)
Net cash from operating activities 1,412.0 1,229.3 1,153.0
Purchases of property. plant and equipment and intangible
assets 33.2 (414.9} (344.5) (369.7)
Proceeds from sale of property, plant and equipment and
intangible assets 33.2 725 324 26.3
Acquisitions of subsidiaries, net of cash acquired 33.3 (295.1) (68.6) (2,688.0)
Proceeds from digposal of subsidiaries net of cash transfarred 33.3 168.6 3.1 23055
Purchases of other financial assets (¢8.8) {17.2) (233.6)
Proceeds from sale of other financial assets 1971 101.7 158.5 .
Interest and dividends received 38.6 48,0 58.2
Met cash from investing activities {282.0) {245.1) {741.8)
Share capital increase/decrease® 7205 1.8 {0.2)
Treasury share transactions 334 {65.5) 185.5 100.4
Dividends paid 1o parent company shareholders (325.7) (269.3) {278.9)
Dividends paid to minority interests {29.9) {27.0) (19.9)
Bond issues 29-33.5 4133 621.1 1,343.5
Bond redemptions @ 29-33.5 (1.611.0) {865.2) {1,507.9)
Increasa (decrease) in other borrowings 29 {197.2) (2,689.5) 1,469.5
Interest paid and equivalent {223.1) (224.4) {315.0)
Net cash from {used in] financing activities {1,318.6) (3,297.0) 781.5
Net cash from assels classified as held for sale 14 55.9 324 80.4
Impact of exchange rate vanalions B.2 13.3 38.7
Net increase/{decrease) in cash and cash equivalentst® {124.5) (2,267.1) 1,321.8
Cash and cash equivalents at beginning of the year® 1,340.3 3,607.4 2,722.9
Cash and cash equivalents at end of the year® 1,215.8 1,340.3 4,044.7

(1) Excluding IAS 32/39 - Luxury Goods Division consolidated for @ 14-monih period from November 1, 2003 to December 31, 2004.

(2) Including €719.6 million in 2006 with no impact on cdsh movements,

(3} Cask and cash equivalents at the beginning of fiscal year 2005 of €3,607.4 million corresponds 1o cash and cash equivalents at the close of fiscal yrar 2004 adjusted for the impace
of the application of IAS 32 ard 39 as of January 1, 2005 in the amount of €437.3 million.

(4) As of Decernber 31, 2004 "Net increase in cash and cash equivalents” and "Cash and cash equivalents at the end of the year™ include short-term receivables on divestments of
€2,181.8 million (note 25).
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CONSOLIDATED STATEMENT OF CHANGE IN SHAREHOLDERS' EQUITY
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As of January 1, 2004 120,802,365 489.6 2,164.3 (273.5) 4,585.0 6,965.4 2,964.7 9,930.1
Galns and losses
racognised directly in
shareholders’ equity {74.1) (14.5) (88.6) 0.2) (88.8)
2004 netincome 1,085.1 1,085.1 111.7 1,176.8
Total gains and losses
recognised (74.1) 1,0506 9765 111.5 1,088.0
Share capital increase/
decrease 27,500 0.1 1.3 14 1.4
Treasury shares ® 1,300,000 221.9 (113.00 1089 108.8
Valuation of share option
programmes 7 741 74
Dividends paid (278.9) (278.9) {29.9) (308.8)
Changes in Group 2,
structure (2, 807.5) 807.5)
Allowances as of
December 31,2004 122,129,865 489.7 2,1658 (51.6) (74.1) 52508 7,780.4 238.8 8,015.2
Application of IAS 32/38  {4,583,517) (509.4} 26.7 149.9 (332.8) 67.3)  (400.1)
AsofJanuary 1,2005 117,546,348 489.7 2,165.6 (561.0) (74.1) 26.7 5400.7 74476 171.5 T7,619.1
Gains and losses
recogrised directly in
sharehoiders' equity 152.7 (57.1) {13.00 828 06 83.2
2005 net income 535.4 535.4 38.3 57a.7
Total gains and losses
recognised 152.7 (57.1) 5224  618.0 389 656.9
Share capital increase/
decrease {1,986250) {7.99 (153.9) (161.8) {161.8)
Treasury shares ® 4,738,618 547.2 {171.3) 3761 3761
Valuation of share option
programmes 4.7 4.7 4.7
Dividends paid {299.3) (299.3) {26.7) (326.0)
Changes in Group
structure {34.9) (34.9)
Allowances as of
December 31, 2005 120,2980,716 481.8 2,011.7 (13.8) 78.6 (30.4) 54574 79853 148.8 8,134.1
Gains and losses
recognised directly in
shareholders’ equity (97.0} 786 42 (143 08 (150
2006 netincome 6853 6853 46.8 7321
Total gains and losses
recognised {97.0) 78,6 689.5 671.1 46,0 71741
Share capital increase/
decrease 7,939,044 318 G469 681.7 681.7
Treasury shares ® 149,514 13.8 {60.1}  (46.3) (46.3)
Valuation of share option
programmes 50 5.0 5.0
Dividends paid (325.7) (325.7) {29.7) (355.4)
Changes in Group
structure n.an (1.7
As of December 31,
20067 128,387,274 5136 26616 {18.4) 48.2 5,766.1 8,971.1 153.4 9,124.5
(1) Shares with a par value of €4 each.
(2) Number of shares outstanding as of December 31, 2006: 128,387,274.
(3) Netof tax.
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INFORMATION

CONSQLIDATED STATEMENT OF GAINS AND LOSSES RECOGNISED

oo T s £l
Currency translation adiustments ©97.8) 153.7 (74.3)
Actuarial gains and losses? 38 (13.0 (14.5)
Cash flow hedges @ 40.8 32.1)

Other financial instruments @ 38.1 (25.4)

Gains and losses recognised directly In shareholders’ equity (15.0) 83.2 {86.8)
Net income for the year 732.1 573.7 1,176.8
Total gains and losses recognised FAYA 656.9 1,088.0
o/w attributable 10 equity holders of the parent 6711 618.0 978.5
o/w attributable 10 minority interests 46.0 38.9 111.5

{1) Excluding IAS 32/35.

{2) Netof tax.
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NOTE 1. INTRODUCTION

PPR, the Group's parent company, is a société anonyme (commercial
company) with a Board of Directors, incorporated under French law,
whose registered office is located at 10, avenue Hoche 75008 Paris,
France. It is registered with the Paris Register of Commerce and
Companies under the reference 552 @75 020 RCS Paris and listed on
the Paris Stock Exchange.

The consolidated financial statements for the year ended December 31,
2006 reflect the accounting position of PPR and its subsidiaries,
together with its interests in associates and joint ventures.

The Board of Directors approved the consolidated financial statements
for the year ended December 31, 2006 and authorized their publication
on March 8, 2007. These consolidated financial statements will
become definitive following their adoption by the Annual General
Shareholders’ Meeting of May 14, 2007.

NOTE 2.

General principles

Pursuant to European Regulation No. 1606/2002 of Juty 19, 2002, the
PPR consolidated financial statements for the year ended December 31,
2006 were prepared in accordance with the applicable international
accounting standards adopted by the European Union and which are
mandatory as of that date. The international standards comprise the
International Financial Reporting Standards {IFRS), the International
Accounting Standards (IAS), and the interpretations of the Standing
Interpretations Committee {SIC} and the [nternational Financial
Reporting Interpretations Committee (IFRIC).

Adopted iFRS base

The amendments to published standards {amendment 10 1AS 21
and amendments to [AS 39, including those amendments to [AS 39
relating to cash flow hedges of forecast inter-group transactions)
and interpretations (IFRIC 4 ~ Determining whether an arrangement
contains a lease and [FRIC 6 — Liabilities arising fron participating in
a specific market — waste electrical and electronic equipment), which
were applicable as of January 1, 2006, did not have a material impact
on the Group’s consolidated financial statements.

However, the financial statements do not take into account:

% draft standards and interpretations that are still at the exposure
draft stage with the International Accounting Standards Board
{1ASB) and the International Financial Reporting Interpretations
Committee {IFRIC}), on the date these financial statements were
prepared;

? new standards and amendments to existing standards and
interpretations published by the [ASB but not yet approved by the
European Accounting Regulation Committee, on the date these
financial statements were prepared. These particularly concern
[FRS 8 - Operating segments and interpretations 1FRIC 10 - Interim
financial repoarting and impairment and IFRIC 11 - Group and
treasury share transactions for which no material impact is expected
for the Group. They also include interpretation FFRIC 12 - Service
concession arrangertents, which is not applicable to the Group;
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ACCOUNTING POLICIES AND METHODS

¢ the standards published by the 1ASB and adopted within the
European Union on the date the financial statements were
prepared, but which are applicable to fiscal years beginning after
January 1, 2006. These particularly concern IFRS 7 regarding
disclosures on financial instruments, the amendment to IAS 1
regarding capital disclosures and interpretations IFRIC 8 — Scope
of IFRS 2, IFRIC 9 - Reassessment of embedded derivatives and
IFRIC 7 - Applying the restatement approach under [AS 29 Financial
reporting in hyperinflationary ecenomies for which no material
impact is expected for the Group.

First-time adoption of T¥RS

With regard to first-time adoption in 2005, the IFRS adopted by the
European Union and applicable as of December 31,2005 were applied
retroactively to January 1, 2004 in accordance with IFRS 1, with the
exception of certain exemptions provided by the standard:

% business combinations: in accordance with IFRS 3, the Group elected
to restate business combinations retroactively to January 1, 199%

% employee benefits: the Group adopted the IFRS 1 option of
recognising all actuarial gains and fosses at the transition date,
offset against opening shareholders' equity;

¢ cumulative translation differences: the Group decided to use
the optional exemption allowing the elimination of cumulative
translation differences at the transition date through an offsetting
entry in consolidated reserves;

2 assetsand liabilities of subsidiaries, affiliates and joint venture
partners: [FRS 1 states that if the parent company of a group adopts
IFRS for the first time in its consclidated financial statements
after a subsidiary, the parent company must, in its opening [FRS
consolidated balance sheet, value the assets and liabilities at the
same carrying amount as that appearing in the subsidiary's financial
statements, taking into account any consolidation adjustments.
Since Gueci Group was already preparing its financial statements
in IFRS format before the transition date, the Group complied with
this treatment when preparing its opening balance sheet;
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% share-based payments: in accordance with the option allowed by % Note 4.1 — Changes in Group structure;
[ERS 2 for equity-settled plans, the Group has decided to apply
this standard solely to plans issued after November 7, 2002, which
had not vested as of January 1, 2005, ¢ Note 13 — Taxes;

@ Note 9 - Share-based payments;

In addition, subsequent to the choice offered by regulator as to the date of @ Note 19 - Impairment losses;
adoption of [AS 32 and [AS 39 relating to financial instruments, the Group .

s _ .
has opted to apply these standands as of January 1, 2005. Accordingly: Note 27 - Employee benefits and equivalent;
© Note 30 — Exposure to foreign exchange, interest rate and equity

@ for the liability component of a compound instrument that is no isk
risk;

longer outstanding at the date of transition to 1AS 32 and 39, the
Group has opted not to separate the equity portion relating to the @ Note 32 — Market value of financial instruments.
cumulative interest accreted on the liability component from the

initial equity component.

¢ Financial assets and liabilities recorded prior Lo the transition date 2.2. Consolidation principles

were designated at fair value through profit or loss, or as held for

sale, on the transition date (January 1, 2003). ‘The consolidation is based on financial statements {or interim financial

statements) drawn up for a 12-month period ended December 31,2006
for all Group companies.

2.1. Basis of preparation of the consolidated The consolidated financial statements include the financial statements
financial statements of companies acquired as from the date of acquisition and companies
sold up until the date of disposal.

Valuation bases Subsidiaries

The conselidated financial statements are prepared in accordance with

Lo . . R Subsidiaries are all eatities {including special-purpose entities) over
the historical cost convention, with the exception of: { g 5P purp )

which the Group exercises control. Control is defined as the ability 10
& certain financial assets and liabilities measured at fair value; govern, directly or indirectly, the financial and operating policies of an
entity in order to obtain the benefit of its activities. This situation is
generally accompanied by the holding, directly or indirectly, of more
than 50% of voting rights. The existence and impact of potential voting
rights that are exercisable or convertible are taken into account in the
assessment of control.

¢ non-current assets held for sale, measured and recognised at the
lower of net carrying amount and fair value less costs to sell as
soon as their sale is considered highly probable. These assets are
no longer depreciated from the time they qualify as assets (or

disposal groups) held for sale.
Subsidiaries are fully consolidated from the effective date of control.

Use of estimates Material inter-company assets and liabilities and transactions between
fully consclidated companies are eliminated. Gains and losses on

The preparation of consolidated financial statements implies the - . . o
internal transactions with controlled companies are fully eliminated.

consideration of estimates and assumptions by Group management
that can affect the carrying amount of certain assets and liabilities, Accounting policies and methods are modified where necessary to
income and expenses, and the information disclosed in the notes to the ensure consistency of accounting treatment at Group level.

financial statements. Group management reviews these estimates and
assumptions on a regular basis to ensure their pertinence with respect
to past experience and the current econemic situation. ltems in future
financial statements could differ from current estimates as a result of Business combinations, where the Group acquires control of one or
changes in these assumptions. The impact of changes in accounting more other activities, zre recognised using the purchase method.
estimates is recognised during the period in which the change took
place and all affected future periods.

Business combinations

The purchase cost is measured at the fair value, at the date of
exchange, of the assets given, liabilities incurred or assumed, and

The main estimates made by management in the preparation of equity instruments issued plus any costs directly attributable to the
the financial statements concern the valuation and the useful life of acquisition. The identifiable assets, liabilities and contingent liabilities
operaling assets, intangible assets, property, plant and equipment and of the acquired entity are measured at their fair value on the date of
goodwill, the amount of contingency provisions and other provisions acquisition, including the minority interest share.

relating to operations, and assumptions underlying the calculation of
obligations refating to employee benefits, share-based payments and
deferred tax balances and derivatives.

The excess of the cost of the acquisition over the Group's interest in
the net fair value of the identifiable assets, liabilities and contingent
liabilities of the acquired entity is recognised as goodwill. If the

The main assumptions made by the Group are detailed in the purchase cost is less than the Group's interest in the net assets of the
appropriate notes to the financial statements and particularly in the subsidiary acquired measured at fair value, the difference is recognised
following notes: directly in net income for the period.
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Associates

Associates are all entities in which the Group exercises a significant
influence over management and the financial policy, without exercising
control, and generally holds 20 to 50% of the voting rights.

Associates are recognised using the equity method and initially
measured at cost. Subsequently, the share in profits or losses of the
associate attributable to equity holders of the parent is recognised in
net income and the change in equity attributable to equity holders
of the parent is recognised in equity. Should the Group share in the
losses of an associate equal or exceed the Group's investment in the
associate, the Group shall cease to recognise its share of losses, unless
it has legal or constructive obligations to make payments on behalf
of the associate.

Goodwill related to an associate is included in the carrying amount
of the investment.

Gains or losses on internal transactions with equity associates
are eliminated in the amount of the Group's investment in these
companies.

‘The accounting policies and methods of associates are modified where
necessary to ensure consistency of accounting treatment at Group level.

Joini ventures

In the event of joint control, which exists pursuant to the contractually
agreed sharing of control over an economic activity, and when the
strategic, financial and operating decisions relating to the activity
require the unanimous consent of the parties sharing control, the
Group's stake in the joint venture is recognised using the equity
method.

Consolidation of consiimer credit businesses

Exclusively controlled consumer credit companies are fully consolidated.
These companies essentially finance sales of consumer goods within
the Retail Division. Sales financing revenue is presented in revenue,
while sales financing costs are considered as operating items classified
in recurring operating income. The asset and liability headings of these
businesses have been allocated according to their nature to special
headings of the Group consolidated balance sheet, with a distinction
as to the asset and liability side of consumer loan financing.

The consumer credit business contribution is included in Retail in the
table presenting information by division. [t does not represent a separate
activity in accordance with IAS 14 — Segment reporting criteria.

2.3. Foreign currency translation

Functional and presentation currency

[tems included in the financial statements of each Group entity are
valued using the currency of the primary economic environment
in which the entity operates (functional currency). The Group
consolidated financial statements are presented in euros, which serves
as the presentation currency.
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[oreign currency transactions

Transactions denominated in foreign currencies are recognised in
the entity's functional currency at the exchange rate prevailing on
the transaction date.

Monetary items in foreign currencies are translated at each balance
sheet date using the closing rate. Transtation adjustments arising from
the setilement of the items are recognised in income or expenses of
the period.

Non-monelary items in foreign currencies valued at historical cost
are translated at the rate prevailing on the transaction date, and non-
monetary items in foreign currencies valued at fair value are translated
at the rate prevailing on the date the fair value is determined. When
a gain or loss on a non-monetary item is recognised directly in
equity, the foreign exchange component is also recognised in equity.
Otherwise, the component is recognised in income or expenses of
the period.

The treatment of foreign exchange rate hedges in the form of
derivatives is described in Note 2.9 — Derivative instruments.

Translation of the financial statements of foreign
subsidiaries
The results and financial statements of Group entities with a functional

currency that differs from the presentation currency are translated
into euros as follows:

& balance sheet items other than sharehiolders’ equity are translated
at the period-end exchange rate;

® income and cash flow statement items are translated at the average
rate for the year;

@ differences are recognised in consolidated shareholders’ equity
under cumulative translation adjustments, and notably differences
on foreign currency borrowings used to hedge foreign currency
investments and on permanent advances to foreign subsidiaries.

The goodwill and fair value adjustments arising from a business
combination with a foreign activity are recognised in the functional
currency of the entity acquired. They are then translated at the closing
exchange rate into the Group's presentation currency, and the resulting
differences transferred to consolidated shareholders' equity.

Net investment in a foreign subsidiary

Foreign exchange gains or losses arising on the translation of a net
investment in a foreign subsidiary are recognised in the consolidated
financial statements as a separate component of shareholders’ equity
and in income on disposal of the net investment.

Foreign exchange gains or losses in respect of foreign currency
borrowings hedging foreign currency investments or permanent
advances to subsidiaries are also recognised in consolidated
shareholders' equity and in income on disposal of the net
investment.



2.4. Goodwill

The excess of the cost of the acquisition over the Group’s interest in
the net fair value of the identifiable assets, liabjlities and contingent
liabilities of the acquired entity is recognised as goodwill. Goodwill is
allocated as of the acquisition date to cash generating units {CGUs)
or groups of CGUs defined by the Group based on the characteristics
of the core business, market or geographical segment of each brand.
The CGUs or groups of CGUs with goodwill are subject to annual
impairment tests during the second half of the fiscal year or when
events or circumstances indicate an impairment loss is likely.

Any impairment losses are recorded in“Other non-recurring operating
income and expenses” in the consolidated income statement as part
of Group operating income.

2.5. Other intangible assets

Software acquired as part of recurring operations is usually amortised
over a period not exceeding 12 months.

Software developed by the Group and meeting all the criteria of IAS 38
is capitalised and amortised on a straight-line basis over its useful life,
which is generally between 3 and 10 years.

Intangible assets acquired as part of a business cormnbination, which are
controlled by the Group and can be measured reliably, and which are
separable or arise from contractual or other legal rights, are recognised
separately from goodwill. These assets, in the same way as intangible
assets acquired separately, are amortised over their useful life where
this is finite and written down if their value in use is less than the net
carrying amount. Indefinite life intangible assets ate not amortised but
are subject to systematic annual impairment tests or more frequent
tests where there is indication that an impairment loss is likely.

Brands representing a preponderant category of the Group's assets
are recognised separately from goodwill when they meet the criteria
imposed by IAS 38. Recognition and durability criteria are then taken
into account 1o assess the useful life of the brand.

A brand representing an intangible asset with an indefinite useful life
is not amortised but is subject to a systematic annual impairment test
or more frequent tests where there is indication that an impairment
loss is likely.

Abrand representingan intangible asset with a finite useful life is amortised
on a straight-line basis over its useful life, not exceeding 20 years.

Any impairment losses recognised at the time of impairment tests
is recorded in the income statement under "Other non-recurring
operating income and expenses” as part of Group operating income.

2.6. Property, plant and equipment

Property, plant and equipment are recognised at cost less accumulated
depreciation and impairment losses with the exception of land, which

Consolidated financial staterments for the year ended December 31, 2006
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is presented at cost less impairment losses. The various components
of property, plant and equipment are recognised separately when
their estimated useful life and therefore their depreciation periods
are significantly different. The cost of an asset includes the expenses
that are directly attributable to its acquisition.

Subsequent costs are included in the carrying amount of the asset or
recognised as a separate component, where necessary, if it is probable
that future economic benefits will flow to the Group and the cost of
the asset can be reiiably measured. All other repair and maintenance
costs are expensed in the year they are incurred except for expenses
incurred for an increase in productivity or the extension of an asset's
useful life, which are capitalised.

Depreciation is calculated using the straight-line method, based on the
purchase or production cost, less any residual value which is reviewed
annually if considered material, over a period corresponding to the
useful life of each asset category, i.e. 10 to 40 years for buildings
and improvements to land and buildings, and 3 to 10 years for
equipment.

Property, plant and equipment are tested for impairment when an
indication of impairment loss exists, such as a scheduled closure, a
redundancy plan or a downward review of market forecasts. When
the asset's recoverable amount is [ess than its net carrying amount, an
impairment loss is recognised. Where the recoverable amount of an
individual asset cannot be determined precisely, the Group determines
the recoverable amount of the CGU or group of CGUs to which the
asset belongs.

Lease contracts

Agreements whose fulfilment depends on the use of one or more
several specific assets and which transfer the right to use the asset
may be classified as lease contracts.

Lease contracts which transfer to the Group substantially all the risks
and rewards incidental to ownership of an asset are classified as finance
leases.

Assets acquired under finance leases are recognised in property,
plant and equipment and a corresponding borrowing is recognised
in the same amount, at the lower of the fair value of the asset and the
present value of minimum lease payments. The corresponding assets
are depreciated over a useful life identical to that of property, plant
and equipment acquired outright.

Deferred tax is recognised in respect of the capitalisation of finance
leases where appropriate.

Lease contracts that do not confer substantially all the risks and rewards
incidental to ownership are classified as operating leases. Payments
made under these operating leases are recognised in current operating
expenses on a straight-line basis over the term of the contract.

Capital gains on the sale and leaseback of assets are fully recognised in
income at the time of disposal when the lease qualifies as an operating
lease and the transaction is performed at fair value.
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2.7. Impairment of assets

Goodwill and intangible assets with an indefinite life and CGUs or
groups of CGUs containing these items are subject to systematic
impairment tests during the second half of each fiscal year.

In addition, when events or circumstances indicate that an impairment
loss is likely in respect of goodwill, other intangible assets or property,
plant and equipment and CGUs and groups of CGUs, an impairment
test is performed. Such events or circumstances concern material
unfavourable changes of a permanent nature affecting either the
economic environment or the assumptions or abjectives used on the
acquisition date.

Impairment tests seek to determine whether the recoverable amount
of an asset or CGU or a group of CGUs is less than its net carrying
amount,

The recoverable amount of an asset or CGU or group of CGUs is the
higher of its fair value less costs to sell and its value in use.

The value in use is determined with respect to forecast expected future
cash flows, taking into account the time value of money and the
specific risks attributable to the asset or CGU or group of CGUs.

Estimated future cash flow projections are based on medium-term
budgets and plans. These plans are drawn up for a period of 4 years
with the exception of certain CGUs or groups of CGUs subject to
strategic repositioning for which a longer period may be applied.
To calculate the value in use, a terminal value equal to the perpetual
capitalisation in the last year of the medium-term plan is added to
the expected future cash flows.

Fair value less costs to sell is the amount obtainable from the sale of
an asset or group of assets in an arm's length transaction between
knowledgeable, willing parties, less the costs of disposal. These values
are determined based on market data (comparison with similar listed
companies, values attributed in recent transactions and stock market
prices).

When the recoverable amount of the asset, CGU or group of CGUs is
less than its net carrying amount, an impairment loss is recognised.

For a CGU or group of CGUs, impairment is attributed directly to
goodwill where necessary and recognised under "Other non-recurring
operating income and expenses” in the income statement.

[mpairment losses recognised in respect of property, plant and
equipment and other intangible assets may be reversed at a later
date up to the amount of the losses initially recognised, when the
recoverable amount becomes greater than the net carrying amount.
Impairment losses in respect of goodwill may not be reversed,

2.8.Inventories

Inventories are valued at the lower of cost and net realisable value. The
net realisable value is the estimated sale price in the normal course of
operations, net of costs 1o be incurred to complete the sale.

The same method for determining costs is adopted for inventory of
a similar nature and use within the same entity. Inventory is valued
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using the retail method, on a first-in-first-out (FIFO) basis or at
weighted average cost depending an the Group activily.

The Group may recognise an inventory provision if inventory is
damaged or partially or completely obsolete.

2.9, Financial assets and liabilities

Derivalive instruments are recognised in the balance sheet at fair value,
in assets (positive fair value) or liabilities (negative fair value}.

Financial assets

Pursuant to 1AS 39, financial assets are classified within one of the
following four categories:

@ financial assets at fair value through the income statement;
®  loans and receivables;

% held-to-maturity investments;

+ available-for-sale financial assets.

The classification determines the accounting treatment of the
instrument. It is determined by the Group on the initial recognition
dale, based on the objective behind the assets' purchase. Purchases
and sales of financial assets are recognised on the trade date, which is
the date the Group is committed to the purchase or sale of the asset.
A financial asset is derecognised if the contractual rights to the cash
flows from the financial asset expire or the asset is transferred.

1. Financial assets at fair value through the income
statement

These are financial assets held by the Group for short-term profit, or
assets voluntarily classified in this category.

These assets are measured at fair value, with changes in fair value
recognised in income.

Classified as current assets under cash equivalents, these financial
instruments primarily comprise eligible mutual or similar funds.

2, Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not listed in an active market and
are not held for trading purposes or available for sale.

These assets are initially recognised at fair value and subsequently
at amortised cost using the effective interest method. Short-term
receivables without a siated interest rate are valued at the amount
of the original invoice unless the effective interest rate has a material
impact.

These assets are subject to impairment tests when there is an indication
of impairment loss. An impairment loss is recognised if the carrying
amount exceeds the estimated recoverable amount.

Loans to nen-consotidated investments, other loans and receivables
and trade receivables are included in this category and are presented in



non-current financial assets, trade receivables and other non-current
financial assets.

3. Held-to-maturity investinents

Held-to-maturity investments are non-derivative financial assets,
other than loans or receivables, with fixed or determinable payments
and fixed maturity that the Group has the positive intention and
ability to hold to maturity. These assets are initially recognised at fair
value and subsequently at amortised cost using the effective interest
method,

These assets are subject to impairment tests when there is an indication
of impairment loss. An impairment loss is recognised if the carrying
amount exceeds the estimated recoverable amount.

Held-to-maturity investments are presented in non-current financial
assets.

4. Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets
that are not included in the aforementioned categories. They are
recognised at fair value. Unrealised capital gains or losses are recognised
in shareholders' equity until their disposal. However, where there is
objective indication of loss in value of an available-for-sale financial
asset, the accumulated loss is recognised in income. Impairment losses
recognised in respect of variable-income securities cannot be reversed
through income or loss at a subsequent period end.

For listed securities, fair value corresponds to a market price. For
unlisted securities, fair value is determined by reference to recent
transactions or using valuation techniques based on reliable and
objective indicators. However, when the fair value of a security cannot
be reasonably estimated, it is recorded at historical cost. These assets
are subject to impairment tests in order to assess whether they are
recoverable.

This category mainly comprises nen-consolidated investments and
marketable securities that do not meet other financial asset definitions.
They are presented in non-current financial assets.

Financial Habilities

The valuation of financial liabilities depends on their 1AS 39
classification. Within the Group, and excluding liability derivatives,
all financial liabilities and particularly borrowings, trade payables and
other liabilities are recognised initially at fair value less transaction

costs and subsequently at amortised cost, using the effective interest
method.

The effective interest rate is determined for each transaction and
corresponds to the rate that would provide the net carrying amount of
a financial liability by discounting its estimated future cash flows until
maturity or until the nearest date the price is reset to the market rate.
The calculation includes transaction costs of the operation and any
premiums and/or discounts. Transaction costs correspond to the costs
directly attributable to the acquisition or issue of a financial liability.
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The net carrying amount of financial liabilities that qualify as hedged
items as part of fair value hedging relationships and are valued at
amortised cost, is adjusted with respect to the hedged risk.

Hedging relationships are described in the section on derivative
instruments.

Put options granted to minority interest
shareholders

The Group has committed to reputchase the minority interests of
shareholders of certain fully consolidated subsidiaries. These Group
repurchase commitments correspond to optional commitments
{written put opticns). The strike price of these options may be set or
determined according to a predefined calculation formula, and the
options may be exercised at any time or on a specific date.

Pending an 1FRS clarification, the accounting treatment used by the
Group for the recognition of these commitments is as follows:

¢ in accordance with [AS 32, the Group records a financial liability
with respect to put options granted to minority shareholders of
the entities concerned;

@ the liability is initially recognised at the present vatue of the strike
price and at subsequent balance sheet dates based on the fair value
of the shares to be potentially purchased if the strike price is based
on the fair value;

+  the corresponding entry for this liability is deducted from minority
interests and the balance from goodwill. The obligation to record
a lability even though the put option is not exercised means,
for purposes of consistency, that the same treatment applied to
increases in percentage interests in controlled companies must
initially be used for these transactions;

¢ the subsequent change in the value of the commitment is
recognised through an adjustment to goodwill {excluding the
discounting impact);

¢ net income attributable 1o equity holders of the parent continues
to be calcutated based on actual percentage interests in subsidiaries,
and does not take into account the potential voting rights attaching
to written put options.

Hybrid instcuments

Certain financial instruments have both a standard debt component
and an equity component.

For the Group, this primarily involves OCEANE bonds (bonds
converlible and exchangeable into new or existing shares).

Under 1AS 32, convertible bonds are considered hybrid instruments
insofar as the conversion option provides for the repayment of the
instrument against a fixed number of equity instruments. There are
several components:

*  afinancial liability (corresponding to the contractual commitment
to pay cash), representing the bond component;

2006 FINANCIAL DOCUMENT - PPR 87



r'—__ -3

3

FINANCIAL INFORMATION

Consolidated financial statements for the year ended December 31, 2006

> the conversion option inte a fixed number of ordinary shares,
offered to the subscriber, similar to a call option written by the
issuer, representing an equity instrument;

2 potentially one or more embedded derivatives.

The accounting policies applicable to each of these components, at
the issue date and subsequent period ends, are as follows:

% debt component: the initiatly recognised debt amount corresponds
to the present value of the future cash flows arising from interest
and principal payments at the market rate for a similar bond
with no conversion option. Should the convertible bond contain
embedded derivatives closely related to the borrowing within the
meaning of IAS 39, the value of these components is allocated to
the debt, in order to determine the value of the equity component.
The debt is subsequently recognised at amortised cost;

¢ embedded derivatives not closely related to the debt are recognised
at fair value with changes in fair value recognised in income;

¢ equity component: the value of the conversion option is determined
by deducting the potential value of the embedded derivatives from
the amount of the issue less the carrying amount of the debt
component. The conversion option continues te be recorded in
equity at its initial value. Changes in value are not recognised;

% transaction costs are prorated over each component.

Derivative instruments

The Group uses various financial instruments to reduce its exposure
to foreign exchange, interest rate and equity risk. These instruments
are listed on organised markets or traded over the counter with leading
counterparties.

All derivatives are recognised in the balance sheet under other current
and non-current assets and liabilities depending on their maturity
and the accounting classification and are valued at fair value as of the
trade date. Changes in the fair value of derivatives are always recorded
in income except in the case of cash flow and net investment hedging
relationships.

Derivatives designated as hedging instruments are classified by
category of hedge based on the nature of the risks being hedged:

o a cash flow hedge is used to hedge the risk of changes in cash
flow from recognised assets or liabilities or a highly probable
transaction that would impact consolidated net income;

@ a fair value hedge is used to hedge the risk of changes in the fair
value of recognised assets or liabilities or a firm commitment not
yet recognised that would impact consolidated net income;

@ anet investment hedge is used to hedge the foreign exchange risk
of foreign activities.

Hedge accounting can only be applied if all the following conditions
are met:

% there exists a clearly identified, formalised and documented
hedging relationship as of the date of inception;
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% the effectiveness of the hedging relationship can be demonstrated
on a prospective and retrospective basis. The results thus obtained
must attain a confidence level of between 80% and 125%.

The accounting treatment of financial instruments qualified as
hedging instruments, and their impact on the income statement
and the balance sheet, is distinguished based on the type of hedging
relationship:

# cash flow and net investment hedges:

— the effective portion of fair value gains and losses on the
hedging instrument is recogaised directly in equity. Amounts
recorded in equily are released to the income statement to
match the recognition of the hedged items, mainly in gross
profit for trading transaction hedges and in net finance costs
for financial transaction hedges,

— the ineffective portion of the hedge is recognised in the income
staternent;

e for fair value hedges, the hedged component of these items is
measured on the balance sheet at fair value. Fair value gains and
losses are recorded in the income statement and offset, to the extent
effective, by matching fair value gains and losses on the hedging
instrument.

Cash and cash equivalents

The “Cash and cash equivalents” line item recorded on the assets
side of the consolidated balance sheet comprises cash, short-term
investments and other liquid and easily convertible instruments with
a negligible risk of change in vatue and a maximum maturity of three
months as of the purchase date.

Investments with a maturity exceeding three months, and blocked or
pledged bank accounts are excluded from cash. Bank overdrafts are
presented in borrowings on the liabilities side of the balance sheet.

In the cash flow statement, “Cash and cash equivalents” includes
accrued interest receivable on assets presented in cash and cash
equivalents and bank overdrafts. A schedule reconciling cash per the
cash flow statement and cash per the balance sheet is presented in
Note 33.

2.10. Other current assets and liabilities

Catalogue costs

Catalogue costs include all expenditure which can be direcily
attributable or allocated on a reasonable, consistent and permanent
basis to the creation, production and preparation of a catalogue with
a view to its intended use.

Pending the IFRIC's definitive position, the costs relating to
catalogues dispatched are expensed on dispatch, while costs relating
to catalogues not yet dispatched are recorded in prepaid expenses
until the dispatch date.




2.11. Treasury shares

Treasury shares, whether specifically allocated for grant to employees
ot allocated to the liquidity contract or in any other case, as well as
directly related transaction costs, are deducted from consolidated
shareholders’ equity. On disposal, the consideration received for these
shares, net of transaction costs and related tax impacts, is recognised
in shareholders' equity.

2.12, Share-based payments

Share purchase and subscription plans are attributed by the Group
and settled in PPR shares. In accordance with IFRS 2 — Share-based
payment, the fair value of these plans, corresponding to the fair value
of the services rendered by the option holders, is valued definitively
on the attribution date using a matheratical model with a trinomial
algorithm such as the Black & Scholes model, taking into account
the number of options potentially exercisable at the end of the rights
vesting period.

During the four-year rights vesting period, the fair value of options
thus determined is amortised in proportion to the vesting of rights.
This expense is recorded in payroll expenses with an offsetting increase
in shareholders’ equity. When the options are exercised, the strike price
received is recorded in cash with an offsetting entry in shareholders'
equity.

Bonus share plans and share appreciation rights (SARs) granted by
the Group also result in the recognition of payroll expenses spread
over the rights vesting period.

In accordance with the provisional measures of IFRS 2, the Group
opted to apply the standard sclely to those plans issued after
November 7, 2002 and for which the rights had not vested as of
January 1, 2005.

2.13. Treasury share options

Treasury share options are treated according 1o their characteristics as
derivative instruments, equity instruments o financial liabilities.

Options qualified as derivatives are recorded at fair value through
the income statement. Options qualified as equity instruments are
recorded in shareholders' equity for their initial amount. Changes
in value are not recognised. The accounting treatment of financial
liabilities is described in Note 2.9.

2.14. Income tax
The income tax charge for the period comprises the current and
deferred tax charge.

Deferred tax is calculated using the liability method on all temporary
differences between the accounting value recorded in the consolidated
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balance sheet and the tax value of assets and liabilities. The valuation
of deferred tax amounts depends on the way in which the Group
intends to recover or settle the carrying amount of assets and liabilities,
using tax rates adopted at the balance sheet date.

Deferred tax assets and liabilities are not discounted and are classified
in the balance sheet under non-current assets and liabilities.

A deferred tax asset is recognised on deductible temporary differences
and for tax loss carry-forwards and tax credits insofar as their future
offset appears probable.

A deferred tax liability is recognised on taxable temporary differences
relating to investments in subsidiaries, associates and joint ventures
unless the Group is able to control the timing of the reversal of the
temporary difference, and it is probable that the temporary difference
will not reverse in the foreseeable future.

2.15. Provisions

Restructuring measures

A restructuring provision is recognised when there exists a formal
and detailed restructuring plan and implementation has begun or
the main features have been announced before the balance sheet
date. Restructuring costs provided essentially represent employee
costs (severance pay, early reticement plan, payment in lieu of notice,
etc.), work stoppages and compensation for breaches of contract with
third parties.

Other provisions

Provisions for litigation and disputes, and various contingencies and
losses are recognised as soon as there exists a present obligation arising
from past events, which will probably resultin an outflow of resources,
the amount of which can be reliably estimated.

Provisions maturing in more than one year are valued at the
discounted amount representing the best estimate of the expense
necessary to extinguish the current obligation at the balance sheet
date. The discount rate used reflects current assessments of the time
value of money and specific risks related to this liability.

2.16. Employee benefits

Based on the laws and practices of each country, the Group recognises
various types of employee benefits:

Shert-tertn benefits

Group short-term benefits, primarily comprising remuneration, social
security payments, compensated absences, profit-sharing and bonuses
payable within twelve months, are expensed in the correspending
period.
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Post-employment benefits, other long-term
benefits and termination benefits

Under defined contribution plans, the Group is not obliged to make
additional payments over and above contributions already made to a
fund, if the latter does not have sufficient assets to cover the benefits
cozresponding to services rendered by personnel during the current
period and prior periods. Contributions to these plans are expensed
as incurred.

Under defined benefit plans, obligations are valued using the projected
unit credit method based on agreements in effect in each company.
Under this method, each period of service gives rise to an additional
unit of benefit entitlement and each unit is measured separately
to build up the final obligation. The obligation is then discounted.
The actuarial assumptions used to determine the obligations vary
according to the economic conditions of the country where the plan
is established. These plans and the termination benefits are valued
by independent actuaries on an annual basis for the most significant
plans and at regular intervals for the other plans. These valuations
take into account the level of future compensation, the probable active
life of employees, life expectancy and staff turnover.

Actuarial gains and losses are primarily due to changes in assumptions
and the difference between estimated results based on actuarial
assumptions and actual results. All actuarial differences in respect
of defined benefit plans are recognised immediately in shareholders’
equity, in accordance with the option offered by 1AS 19, as revised in
December 2004.

Past service cost designating the increase in an obligation following the
intreduction of a new plan or changes to an existing plan, is recognised
on a straight-line basts over the average period until the benefits vest
or is expensed immediately if the benefit rights have already vested.

The expenses relating to this type of plan are recognised in recurring
operating income (service cost) and finance costs (interest cost,
expected return on assets), Curtailments, settlements and past
service costs are recognised in recurring operating income or net
finance costs according to their nature. The provision recognised in
the balance sheet corresponds to the present value of the obligations
thus valued, less the fair value of plan assets and non-amortised past
service costs.

2.17. Revenue recognition

Revenue mainly comprises sales of goods for resale, general consumer
goods and luxury goods, together with income from sales-related
services, royalties and operating licenses.

Revenue is valued at the fair value of the consideration received for
goods and services sold, royalties, licences and operating subsidies
granted, excluding taxes, net of rebates and discounts and afler
elimination of inter-company sales.

The rebates granted to customers under customer loyalty programmes
are also deducted from revenue as and when sales are recognised.

In the event of deferred payment beyond the usual credit terms
that is not supported by a financing institution, the revenue from

a0 2006 FINANCIAL DOCUMENT - PPR

the sale is equal to the discounted price, with the difference between
the discounted price and the cash payment recognised in financial
income over the life of the deferred payment should the transaction
be material.

Sales of goods are recognised when a Group entity has transferred the
risks and rewards incidental to ownership to the buyer, generally on
delivery, revenue can be reliably measured and recovery is reasonably
assured.

Following the sale of goods, and depending on the contractual clauses
attached to these sales, provisions may be deducted from revenue to
cover potential returns likely to occur after the balance sheet date.

Services, such as warranty extensions or services directly related to
the sale of goeds, are recognised on a straight-line basis during the
period in which the services are rendered.

Revenue recognition in respect of Printemps concession contracts
depends on the nature of the transaction: in the case of contracts
where Printemps acts as the principal, sales are recognised in revenue;
in the case of contracts where Printemps acts as the agent, only
congession commission received is recorded in revenue.

2.18. Earnings per share

Net earnings per share is calculated by dividing net income (attributable
to equity holders of the parent) by the weighted average number of
outstanding shares during the year, after deduction of the weighted
average number of own shares held by consolidated companies.

Diluted net earnings per share is calculated by adjusting net income
attributable to equity holders of the parent and the number of
outstanding shares for all instruments granting deferred access to
the share capital of the company whether issued by PPR or one of its
subsidiaries. Dilution is determined separately for each instrument
based on the following conditions:

@ when the proceeds corresponding to potential future share
issues are received at the time dilutive securities are issued (e.g.
convertible bonds), the numerator is equal to net income before
dilution plus the savings in interest expense that would be realised
in the event of conversion, net of tax;

v when the proceeds are received at the time the rights are
exercised (e.g. share subscription options), the dilution attached
to the options is determined using the share purchase method
(theoretical number of shares purchased at market price {average
over the period) based on the proceeds received at the time the
rights are exercised).

In the case of material non-recurring items, net earnings per share
excluding non-recurting items is calculated by adjusting net income
attributable 1o equity holders of the parent for non-recurring items
net of taxes and minority interests. Non-recurring items taken into
account for this calculation correspond to all the items included under
“Other non-recurring operating income and expenses” in the income
statement.



2.19. Non-current assets (and disposal groups)
held for sale

The Group has adopted IFRS 5 — Non-current assess held for sale and
discontinued operations since January 1, 2004 which requires the
specific recognition and presentation of assets {or disposal groups)
held for sale and operations discontinued, sold or to be sold.

Non-current assets, or groups of assets and liabilities directly associated
with those assets, are considered as held for sale if Lheir carrying
amount will be recovered principally through a sale transaction rather
than through continuing use. For this to be the case, the asset {or
disposal group) must be available for immediate sale and its sale must
be highly probable. Non-current assets {or disposal groups) held for
sale are measured and recognised at the lower of their net carrying
amount and their fair value less the costs of disposal. The assets are
no longer depreciated from the time they qualify as assets (or disposal
groups) held for sale. They are presented on separate lines in the
Group's balance sheet, without restatement for previous periods.

An operation discontinued, sold or to be sold is defined as a component
of an entity comprising cash flows that can be clearly distinguished
from the rest of the entity and representing a separate major line
of business or geographical area of operations. The result of these
activities is presented under a separate income statement heading,
“Discontinued operations”, and is restated in the cash flow statement
and the income statement over all published periods.

2.20. Segment reporting

In accordance with 1AS 14, Group segment reporting is presented at
two levels. The choice of these levels and the breakdown reflects the
organisational structure of the Group and how management evaluates
the performance of its segments according to their risk exposure and
profitability.

A business segment is a distinguishable component of the Group that
is engaged in providing products or services and is exposed 1o risks
and returns that are different from those of other business segments. It
constitutes the primary reperling format and represents a company or
brand for the Group: for Retail, given the partial sale of Printemps, the
segments are now Conforama, Fnac, Redcats, CFAQ and, for Luxury
Goods, Gueci, Bottega Veneta, Yves Saint Laurent, YSL Beauté and
Other brands.

A geographical segment is a distinguishable component of the Group
that is engaged in providing products or services within a particular
economic environment and that is subject to risks and returns that
are different from those of other business segments operating in other
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economic environments. It constitutes the secondary reporting format
and represents a geographical area for the Group: France, Europe
{excluding France), North and South America, Africa, Cceania, Asia.

2.21. Financial information presentation

Operating income and recurring eperating
income

Operating income includes all revenues and expenses directly related
to Group activities, whether these revenues and expenses are recurring
or arise from non-recurring decisions or transactions.

Recurring operating income is an analytical balance that should
facilitate the understanding of the entity’s operating performance. [t
corresponds Lo operating income before impairment of goodwill and
other operating income and expenses defined as follows:

# gains or losses on disposals of property, plant and equipment and
intangible assets, operating assets or investments;

® restructuring costs and costs relating to worker retraining
measures;

* non-recutring items corresponding to revenue and expenses that
are unusual due 1o their frequency, nature or amount.

Consolidated balance sheet

Assets and liabilities are classified according to their nature in current
or non-current items, Current items are assets and liabilities which will
be realised or settled, sold or consumed within the normal operating
cycle of the entity or for which the expected date of recovery or
settlement is within twelve months of the balance sheet date.

Cash flow statement

The Group cash flow statement is prepared in accordance with IAS 7
= Cash flow statements. The Group prepares its cash flow statement
using the indirect method.

Definition of Group consolidated net
indebtedness

The concept of net indebtedness used by the Group comprises gross
indebtedness less net cash, as defined by French National Accounting
Council recommendation 2004-R.02 of October 27, 2004. For fully
consolidated consumer credit companies, the financing of customer
loans is presented in borrowings. Group net indebtedness excludes the
financing of customer loans by consumer credit businesses.
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NOTE 3.
STATEMENTS

En 2006, the Group identified operations discontinued, sold or to
be sold as eligible for 1FRS 5 — Non-current assets held for sale and
discontinued operations. In accordance with this [FRS, previously

AMENDMENTS TO PREVIOUSLY PUBLISHED FINANCIAL

published income and cash flow statements were restated. The impacts
of these restatements are presented in Note 14 of this document.

NOTE 4. HIGHLIGHTS

4.1. Changes in Group structure

The PPR Group consolidated financial statements for the year ended December 31, 2006 include the financial statements of the companies listed

in Note 37.

4.1.1. Takeover of Sodice Expansion

Conforama strengthened its position as market leader in France
when it acquired majority control of the Sodice Expansion group, its
principal franchisee, in which it held 32.0% and which was listed on
the Paris stock exchange.

The takeover was completed in three stages:

@ agquisition on March 8, 2006 of SAS du Parc, which held 51.4%
of the share capital of Sodice Expansion;

& acquisition on April 10, 2006 of an additicnal 15.3% of the share
capital fellowing a simplified public offer for Sodice Expansion
at a price of €150 per share;

% acquisition in December 2006 of an additional 1,3% of the share
capital following the mandatory withdrawal for the remaining
Sodice Expansion shares a1 a price of €150 per share.

Following these transactions, Conforama held all the company’s
shares.

In 2006, Sodice Expansion was consolidated under the equity
methed at a rate of 32.0% until February 28, 2006 and has been fully
censolidated since March 1, 2006.

4.1.2. Acquisition of The Sporisman's Guide

On May 4, 2006, Redcats entered into an agreement for the purchase
of the NASDAQ-listed US company, The Sportsman’s Guide. The
Sportsman's Guide Group specialises in the distribution over the
Internet and by catalogue of leisure and sports goods. The transaction
was finalized on August 30, 2006, upon approval from the regulatory
authorities.

The Sportsman's Guide has been fully consolidated since September 1,
2006.

4.1.3. Impact of entries into the scope of consolidation in 2006

The impacts of entries into the scope of consolidation on the consolidated balance sheet were as follows:

~- .
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Lﬁ’l L] SodicaEXNaRsion Gede] il
Non-current assets 61.3 51.8 11341
Current assets excluding cash and cash equivalents 44,5 44.8 89.1
Cash and cash equivalents 12.9 5.7 18.6
Long-term borrowings {6.4) 6.4)
Qther non-current liabilities (10.7) {13.3) (24.0)
Short-term borrowings {2.5) (2.5)
Other current liabilities (56.3) (36.4) (92.7)
Goodwill 63.0 157.7 220.7
Disbursements for the business combinations 105.8 2101 315.9

The recognition of these business combinations is provisional and will likely be changed according to the definitive fair values allocated to the
assets, liabilities and contingent liabilities and the cost of the business combinations.
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4.1.4, Partial sale of Printemps

On June 20, 2006, the Group announced that it had received from
RREEF (Deustche Bank Group), in association with the Borletti
group, an offer for the purchase of France Printemps. Following the
transaction's approval by the competition authorities, the parties
announced, in October 2006, the sale of control in France Printemps.
The transaction took place in two phases: the immediate sale of 51%
of the shares, then, in order to ease the change of share ownership as
part of an orderly and gradual transition, the sale of the remaining
interest in 2007.

Printemps was 99.96% fully consolidated until September 30, 2006
and has been 48.96% consolidated undes the equity method since
that date.

Due to its highly probable sale on the date the financial statements for
the first half of 2006 were prepared, Printemps has been considered as
an “operation sold or to be sold” since that date {Note 14).

4.1.5. Sale of YSL Beauté Recherche et Industrie
(Bermnay)

On April 5, 2006, YSL Beauté submitted a project for the reorganisation
of its industrial services to the works council of its Bernay industrial
plant and on March 24, 2006 received an offer to purchase the plant
from an industrialist in its sector.

After obtaining the approval of the works council, the parties
proceeded with the sale of the YSL Beauté Recherche et Industrie
shares on July 1, 2006.

Due to its highly probable sale on the date the financial statements
for the first half of 2006 were prepared, YSL Beauté Recherche has
been considered as an “operation sold or to be sold” since that date
{Note 14).
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4,1.6. Sale of Orcanta

On July 7, PPR announced that it had entered into exclusive discussions
with the Chantelle Group with a view to selling Orcanta. On July 21,
2006, the parties signed a sales agreement and transferred the shares
on August 1, 2006.

Due to its highly probable sale on the date the financial statements for
the first half of 2006 were prepared, Orcanta has been considered as
an “operation sold or to be sold” since that date (Note 14).

4.1.7. Other changes in Group stricture

The other changes in the Group's structure did not have a material
impact on the 2006 consolidated financial statements.

4,2, Strengthening of the financial structure
—conversion of the 2003 OCEANE bonds

In Qctober 2006, PPR decided 1o proceed with the early redemption
of all outstanding 2.5% OCEANE bonds maturing in January 1, 2008,
and issued in May 2003 in the nominal amount of £1,079.5 million.
The transaction was very successful, as virtually all bondholders
exercised their PPR share allotment rights.

In order to maximise value for its shareholders, PPR redeemed the
bonds by issuing 4,155,911 existing shares and 8,333,106 new shares,
while the balance was redeemed in cash.

This transaction increased the Group's consolidated equity by
€719.6 million and reduced the Group's net indebtedness by
€687.9 million.

NOTE 5.

The 2004 comparative financial statements published in this document
include the consolidation of the Luxury Goods companies for the 14-
menth period from November 1, 2003 to December 31, 2004,

Given the Group's decision to harmonise the period-ends of all its
subsidiaries in fiscal year 2004, the pro forma figures, including an

2004 PRO FORMA ACCOUNTING FIGURES

income statement, balance sheet and cash flow statement, take into
account the consolidation of the Luxury Goods companies for the
12-month petiod from January 1, to December 31, 2004.
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INCOME STATEMENT
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CONTINUING OPERATIONS
Revenue 16,660.5 (489.7) 16,170.8
Caost of sales {8,337.0) 155.4 (9,181.6)
Gross profit 7,323.5 (334.3) 6,089.2
Payroll expenses 2,413.9) 57.0 (2,356.9)
Other recurring operating income and expenses {3,843.3) 177.6 (3.665.7)
Recurring operating income {loss) 1,066.3 (99.7) 966.6
Other non-recurring operating income and expenses 093.3 1.8 95.1
Operating income 1,159.6 (97.8} 1,061.7
Finance costs (293.2) 0.4 (292.8)
Income before taxes B66.4 (87.5) 768.9
Income taxes B317.0} 8.8 {308.2}
Share in eamings of associates 14.4 14.4
Net income from continuing operations 563.8 {88.7) 475.1
o/w attributable to equity holders of the parent 504.5 {65.1) 439.4
o/w attiibutable to minority interests 59.3 {23.6) 35.7
DISCONTINUED OPERATIONS
Net income from discontinued operations 613.0 613.0
o/w attributable to equity holders of the parent 560.6 560.6
o/w attributable to minority interests 52.4 52.4

Net income of consolidated companies 1,176.8 {88.7) 1,088.1

ofw attributable to equity holders of the parent 1,085.1 65.1) 1,000.0

o/w attributabis to minority interests 11.7 (23.6) 88.1

Net income attributable to equity holders cf the parent 1,065.1 1,000.0
Earnings per share (in € 8.94 8.40
Fully diluted earnings per share (in €) 8.21 7.72

Net income from continuing operations attributable to equity holders of

the parent 439.4
Earnings per share (in €) 4.24 3.69
Fully diluted eamings per shara {in €) 4.01 3.53

Net Income trom continuing operations excluding nen-recurring items

attributable to equity holders of the parent 468.9
Earnings per share (jin € 4.50 3.94
Fully diluted earnings per share (in €) 4.25 3.75

(1} Impact of the change in the Luxury Goods Division consolidation period,
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Consolidated financial statements for the year ended Decenber 31, 2006

CASH FLOW STATEMENT
JLES! Brofogm:
M g [20CANET X UIGOC A SR }2004)
Cash flow from {used in) operating activities 954.3 {118.3) B835.0
Interest paid/received 256.2 0.4 269.6
Dividends received 26.0) (26.0)
Net income tax payable 147.0 4.3 151.3
Cash flow from {used in) operating activities before tax, dividends and
interest 1,334.5 (114.6) 1,219.9
Change in working capital requirerment 5.2) (47.3) (52.5)
Changa in customer loans 28.6 28.6
Income tax paid {204.9) 26.3 {178.6)
Net cash from {used in) operating activities 1,153.0 {135.6) 1,017.4
Purchases of property, plant and equipment and intangible assets {369.7) 16.9 (352.8)
Proceeds from sale of property, plant and equipment and intangible assets 26.3 26.3
Acquisitions of subsidiaries, net of cash acquired (2,688.0) 1.7 {2.686.3)
Proceoeds from disposals of subsidiaries net of cash transferred 2,305.5 2,305.5
Purchases of other financial assets {233.6) (233.6)
Proceeds from sale of olher financial assets 158.5 (2.6) 156.9
Interest and dividends received 58.2 4.1} 55.1
Net cash from {used in} investing activities [741.8) 11.9 {720.9)
Shara capital increase/decrease 0.2) 0.2
Treasury share transactions 100.4 100.4
Dividends paid to parent company sharehoiders (278.9) (278.9}
Dividends paid to minority interests (19.9) 0.3 {19.6}
Changes in borrowing 1,305.1 208.6 1,513.7
Interest paid and equivalent (315.0) 35 {311.5)
Net cash from (used in} financing activities 79.5 212.8 1,004.1
Net cash {rom discontinued operations 80.4 80.4
Impact of exchange rate varations 38.7 9.8 48.5
Net increase {decrease) in cash and cash equivalents 1,321.8 98.7 1,420.5
Cash and cash equivalents at beginning of the year 2,7229 {98.7) 2,624.2
Cash and cash equivalents at end of the year 4,044.7 4,044.7

(1} Impact of the change in the Luxury Goods Division consolidation period.

NOTE 6. SEGMENT REPORTING

Primary segment information of the Group is presented by brand
and secondary segment information is presented by geographical
area. They are described in Note 2.20.

Segment information is prepared in accordance with the same
accounting rules and methods as those adopted for the preparation
of the consolidated financial statements and presented in the notes
to the financial statements.

The performance of each brand is measured based on recurring
operating income.

Charges to depreciation, amortisation and provisions on non-
current operating assets correspond 1o net charges to depreciation,

amortisation and provisions on intangible assets and property, plant
and equipment recorded in recurring operating income.

Purchases of property, plant and equipment and intangible assets
correspond to gross asset purchases, including cash timing differences
but excluding assets purchased under finance leases.

Segment assets comprise goodwill, intangible assets, property,
plant and equipment, other non-current assets, inventories, trade
receivables, customer loans and other current assets,

Segment liabilities comprise deferred tax labilities on brands, other
non-current liabilities, customer loan financing, trade payables and
other current liabilities.
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Consolidated financial statements for the year ended December 31, 2006

6.1. Information by company

r - Qolepp  REESTW

| o GURRY [Veners P e I G R B Wil ]

As of December 31, 2006

Revenue 2,100.9 266.9 193.6 626.3 380.5
+ non-Group 2,100.5 266.9 1936 624.3 379.1
+ (Group 0.4 2.0 14

Recurring operating income {loss) 611.8 54.6 [49.4) 32.2 (84.0)

Shara in earnings of associates

Net recurring charges to depreciation, amortisation

and provisions on non-current operating assets 65.0 11.2 13.7 19.3 22.5

Other non-cash recurring operating expensas {(1.0)

Purchases of property, plant & equipment and

intangible assets, gross 93.1 13.6 4.8 22.0 23.5

Segment assets 73114 411.6 582.3 1,104.1 1,185.1

Segment liabilities 1,590.8 73.8 161.1 376.5 372.7

Investments in associates

As of December 31, 2005

Revenue 1,807.1 159.7 162.0 611.4 294.2
+ non-Group 1,806.3 159.7 162.0 B80B.2 294.2
+ Group 0.8 3.2

Recurring operating income {loss) 485.4 13.7 {65.8) 17.9 (59.2)

Share in earnings of associates

Net recurring charges to depreciation, amortisation

and provisions on non-current operating assots 64.2 8.5 15.1 16.6 233

Other non-cash recurring operaling expenses 0.4 0.1} {0.7) 0.9}

Purchases of property, ptant & eguipment and

intangible assets, gross 63.5 8.8 4.3 14.9 21.1

Segment assets 7,266.2 291.4 532.4 1,1490.7 1,220.2

Segment liabilities 1,549.8 54.4 166.1 339.7 240.4

Investments in associates

As of December 31, 2004

Revenue 1,902.6 113.3 196.4 721.3 265.9
v non-Group 1,902.6 113.3 196.4 719.2 265.9
v Group 21

Recurring operating income (loss) 537.7 8.7) {79.9) 29.4 (87.7)

Share in sarnings of associates

Nei recurming charges to depreciation, amortisation

and provisions on non-current operating assets 72.3 8.2 18.9 24.0 28.8

Other non-cash recurming operating expensas 2.7 0.3) {0.1) (5.0) (1.3)

Purchases of property, plant & equipment and

intangible assets, gross 63.3 15.2 9.6 24.6 22.8

Segment assets 7,275.6 259.3 583.3 1,159.7 1,136.1

Segment liabilities 1,462.7 57.7 156.1 3237 227.5

Investments in associates
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FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

[ElMicatons!
[E1a0) Retail Bhdlothed

\ Consolidated
Total

Redcats STiRTE Gogtoraia
3,568.2 4,332.2 4,538.0 32749 2,219.4 14,364.5 (1.8) 17,9309
3,564.4 43279 4,538,0 32719 2,219.4 14,357.2 9.3 17,930.9
3.8 4.3 3.0 7.3 (1.1
565.2 225.1 170.2 181.7 182.4 759.4 {50.1) 1,274.5
(1.8 1.2 2.8 2.2 2.2
131.7 50.0 84.8 60.5 26.5 221.8 2.0 355.5
(1.0) {4.3) 2.8 {1.5) (4.0} {7.0) 8.7 0.7
157.1 46.1 78.4 61.6 69.9 256.0 1.8 414.9
10,604.5 3,077.2 1,605.1 2,706.,2 1,205.8 8,594.3 322.4 19,521.2
2,574.9 1,316.3 1,116.3 10841 582.6 4,109.3 344.6 7,028.8
2.4 3.9 13.0 19.3 19,3
3,034.4 4,377.3 4,354.1 31400 2,034.3 13,905.7 (2.2 16,937.9
3,030.4 4,373.3 4,353.8 3.136.7 2,034.3 13,898.1 9.4 16,937.9
4.0 4.0 0.3 3.3 7.6 {11.6) {0.0}
3920 231.3 154.0 1771 167.0 729.4 {58.8) 1,062.6
(1.8 3.4 1.8 3.4 3.4
127.7 47 .1 84.8 60.0 26.2 218.1 2.4 348.2
{0.5) {2.6) 2.1 17 {5.0) (3.8) 7.0 2.7
112.7 56.6 61.5 62.4 44.9 2254 6.4 344.5
10,509.9 2,995.4 1,622.7 2,582.2 1,173.6 8,373.9 1,334.1 20,217.9
2,350.2 1,321.1 1,053.8 1,148.7 557.3 4,080.9 699.8 7,131.0
4.2 27.8 12.0 44.0 44,0
3,1995 4,403.4 4,095.9 3,096.9 1,859.4 13,455.8 54 16,660.5
3,197.4 4,400.0 4,005.1 3,093.4 1,855.3 13,443.8 19.3 16,660.5
2.1 3.4 0.8 35 4.1 11.8 (13.9)
390.8 231.2 138.9 206.8 158.9 735.8 (60.3) 1,066.3
87 2.7 3.0 14.4 14.4
152.2 45.4 81.2 58.6 24.7 209.9 2.3 a64.4
{4.0) 7.1) 6.4 (1.6} 2.3 7.9 3.9
135.5 41,6 77.0 75.0 36.9 230.5 3.7 360.7
10,4140 2,921.2 1,692.8 2,573.7 1,009.8 8,197.3 1,371.3 19,982.6
22217 1,351.0 1,098.4 1,112 471.5 4,033.0 7413 7,002.0
26.9 20.0 46.9 46.9
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FINANCIAL INFORMATION

6.2. Information by geographical area

Consolidated financial statements for the year ended December 31, 2006

Segment information is presented by geographical area based on the geographical location of customers for revenue and the geographical

location of assets for segment assets.

‘r o VAR <TG
Hyent, Soutl

e € GOEDD: ey (M) aTee AT A IAlgcal ceans Am
As of December 31, 2006
Revenue 8,029.6 4,484.9 2,293.7 1,751.4 187.2 1,1741 17,8309
Purchases of property, plant &
equipment and intangible assets,
gross 161.7 98.8 411 58.9 36 508 414.9
Segment assets 5,847.5 $,913.9 1,505.9 778.9 79.3 305.7 19,521.2
As of December 31, 2005
Revenus 78198 42329 2,084.5 1,595.4 182.5 1,022.8 18,937.9
Purchases of property, plant &
equipment and intangible assets,
gross 147.8 106.8 27.1 35.8 39 2341 344.5
Segment assets 78195 9,868.4 1,361.7 784.2 76.3 307.8 20,217.9
As of December 31, 2004
Revenue 7.655.8 42333 2,119.1 1,418.6 183.8 1,0389 16,660.5
Purchases of property, plant &
equipment and intangibie assets,
gross 160.5 103.7 42.6 30.0 31 298 369.7
Segment assels 7,856.7 9,816.3 1,138.5 664.4 66.2 340.5 19,882.6
6.3. Reconciliation of segment assets and liabilities
The reconciliation of segment assets and total Group assets is as follows:
| i TSRy e P |
Goodwill 5,600.3 5.545.9 5,396.6
Other intangible asssts 6,602.7 6,605.0 6,618.4
Property, plant and equipment 1,900.6 2,538.7 2,623.5
Other non-current assels 13.9 1.6 14.4
Inventories 2,744.2 2,827.2 26326
Trade receivables 1,118.4 1.125.6 1,052.5
Customer loans 397.7 416.6 419.1
Other current assets 1,136.4 1,147.3 1,225.5
Segment assets 19,521.2 20,217.9 19,982.6
Invesiments in associates 18.3 44.0 46.9
Other nan-current financial assets 216.0 240.8 241.2
Deferred tax 692.8 585.6 425.7
Curent tax receivables 56.8 52.0 46.2
Other current financial assets 741 50.1 146.5
Short-term receivables on divestments 2,181.8
Cash and cash equivalents 1,655.6 1,813.2 2,706.3
Assets classified as held for sale 253.5
Total assets 22,389, 23,003.6 25,177.2
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Consolidated financial statements for the year ended December 31, 2006

The reconciliation of segment liabilities and total Group liabilities is as follows:

[ it a T 2000 U |
Deferred tax liabiities on brands 1,585.7 1,574.0 1,880.7
Financing of customer loans 397.7 416.6 419.1
Trade payables 2,500.6 2,758.1 26438
Other current liabilities 2,644 8 2.382.3 2.3484
Segment liabllities 7,028.8 7.131.0 7.002.0
Shareholders’ equity 9,124.5 8,134.1 8.019.2
Long-term barrowings 3.140.7 4,398.9 6,103.2
Other non-current financial liabilities 1.8

Non-current provisions for retirement and similar benefits 248.6 266.1 233.3
Non-current provisions 140.9 142.7 164.8
Qther deferred tax liabidities 3541 391.3 269.0
Short-term borrowings 18027 2,064.2 2,010.2
COther current financial liabilities 44.7 19.5 11.2
Current provisions for retirerment and similar benefits 121 13.3 14.2
Current provisions 1125 85.0 183.5
Current tax liabilities 279.7 355.7 266.6
Liabililies associated with assets classified as held for sale

Total llabilities and shareholders’ equity 22,389.3 23,003.6 25,177.2
NOTE 7. REVENUE

e D > R
Net sales of goods 16,994.3 16,086.3 15,888.1
Net sales of services 386.8 364.5 338.8
Revenue from concassions and licenses 746 62.8 60.7
QOther revenue 471.2 4243 371.9
Total 17,930.9 16,937.9 16,660.5
NOTE 8. PAYROLL EXPENSES

Payroll expenses primarily include fixed and variable remuneration,
social security charges, charges related to employee profit-sharing
and other incentives, training costs, charges relaling to share-based

payments (Note 9),and expenses related to employee benefits recorded
in recurring operating income {Note 27).

[ o TSRy weveews | wmw)
Luxury Goods Division (666.4) {570.7) {556.2}
Retail Division {1928.7) (1.856.1) (1,813.9)
Holding companies and other [41.4) {42.7) (43.8)
Total {2,636.5) {2,469.5) (2,413.9)
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FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

Under the heading “Helding companies and other”, payroli expenses The average number of Group employees on a full-time equivalent
include a charge relating to the application of [FRS 2 to share subscription basis breaks down as follows:

and bonus share plans of the entire Group in the amount of €4.7 million

in 2006 (€4.5 million in 2005 and €6.7 million in 2004).

- o 123172006 | WD SR |
Luxury Goods Civision 12,194 11,550 11,073
Retail Division 57 699 59,171 58,206
Halding companies and ather 286 308 330
Total 70,179 71,029 69,609

The total number of Group employees is as follows:

Luxury Goods Division 13,261 12,426 11,174

Retail Division 64,891 65,152 63,865

Holding companies and other 301 338 329

Total 78,453 77,918 75,368
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FINANCIAL INFORMATION
Conselidated financial statemnents for the year ended December 31, 2006

NOTE9. SHARE-BASED PAYMENTS

In return for services rendered, the Group grants certain employees Rights vested may only be exercised by beneficiaries at the end of a blocked
share-based plans settled in shares or cash. period, the length of which varies depending on the type of plan,

The Group recognises its obligation as services are rendered by beneficiaries,

the period from th t date to the rights vesting date. .
overihe perodfrom e gran 1 The Tights vesting caie 9.1. Equity-settled share-based payment

2 The grant date is the date at which plans were individually approved transactions
by the Management Board in the case of plans approved before
May 19, 2005 and by the Board of Directors for plans approved In accordance with the provisional measures of IFRS 2 on equity-
after this date. settled plans, the Group has opted to apply the standard solely to

those plans issued after November 7, 2002 and for which the rights

% The rights vesting date is the date at which all vesting conditions
are not vested as of January 1, 2005.

are satisfied.
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Mo nd  Comsolidated financial statements for the year ended December 31, 2006

The nature and principle characteristics of ineligible plans (plans issued prior to November 7, 2002) are presented below:

r A SEBGWw  RE AR, S TER |

1 ISaatelootiogroofbouusIshac Sl.ﬁsza'ir,:fﬂﬁ  Gomhnm | Bk Farclies )

| VIEGES opLicnS] OD1io1S! GISABTR opliods] jophions) g

Grant date 01.22.1997 05.05.1997 06.05.1998 01.20.1989 05.21.1998

Expiry date 03.31.20Q7 07.31.2007 07.31.2008 03.31.2008 06.30.2008

Nurmnber of bereficiaries 3 257 36 44

Number of options initially granted 100,000 13,250 347.050 27,495 25,455

Nurnber outstanding as of 12.31.05 25,000 3,250 160,075 4,870 9,220

Number forfsited in 2006 15,975 670 720

Number exercised in 2006

Number expired in 2008

Number outstanding as of 12.31.05 25,000 3,250 144,100 4,200 8,500

Number exercisable as of 12.31.056 25,000 3.250 144,100 4,200 8,600

Strike price (€) 71.16 135.98 154.58 144,83

The nature and principle characteristics of eligible plans are presented below:

| R Fen AGOEERR POOOS b ASUORTNG  ATERS Em ]
Sharaloptionta tdRenrsEEAze SUbsSCpTion &éi-.fi;«rﬂﬁﬂf - ISODSEUD Lo @ﬁiﬁiﬂam-m foubscrpiiG] E

BT options! joptions [Ctions] oo ] lGEtions ]

Grant date 07.09.2003 07.09.2003 05.25.2004 07.07.2004 01.03.2005

Expiry date 07.08.2013 07.08.2013 05.24,2014 07.06.2014 01.02.2015

Vesting of rights @ {a) {a) {a)

Number of beneficiaries 18 846 1 13

Number of options initially granted 528,690 5,430 540,970 25,000 25,530

Number outstanding as of 01.01.06 441 604 3,004 485,484 25,000 25,530

Number forfeited in 2006 13,038 325 21,883

Number exercised in 2006

Number expired in 2006

Number outstanding as of 12.31.06 428,566 3,669 463,591 25,000 25,530

Number exercisable as of 12.31.06 - - - -

Strike price {€) 67.50 85.57 84.17 75.29

Under all these plans, shares are blocked for a period of four years from the date of grant.

{#) Options vest at a rate of 25% per full year of presence in the Group, except on retirement (vesting of all rights). 1f an employee is dismissed
for gross negligence or misconduct, all rights are lost, including after the end of the blocked periad.

{b) Options vest at a rate of 25% per full year of presence in the Group, except on retirement {vesting of all rights) and on resignation (loss of
all rights). If an employee is dismissed for gross negligence or misconduct, all rights are lost, including after the end of the blocked period.

{<) Shares vest fully two years after being granted, except on resignation or dismissal for gross negligence or misconduct {loss of all rights).
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FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

T NEmAAme PR Thm | AGDA TR MOWE RN AWWRELr AU BOAE T |
gotchase) 25echiasa Btrchosel Rarchosdl RULCh SCRERSODEC gt o Subscuptionl
o [Gptions) loptions) [Cplions} plions) [op 5 oplicn s [oRHON S
12.08.1999 01.26.2000 05.23.2000 01.17.2001 05.18.2001 05.03.2002 05.03.2002
12.26.2009 02.28.2010 06.30.2010 031201 05.31.2011 05.02.2012 05.02.2002
560 26 125 722 206 1,074 1,053
412,350 12,100 93,100 340,240 B7,260 438,296 410,271
217.250 7,700 34,800 227,450 64,062 332,625 315,401
40,500 4,500 2,000 57120 13.782 9,023 8,503
176,750 3,200 32,800 170,330 50,280 323,602 306,898
176,750 3,200 32,800 170,330 50,280 323,602 306,898
189.18 227.15 202.91 22501 225.01 128.10 140.50
T awaEEm FIRE Ak AWRRER ARG AR
IShbseyntion i iSUBSCup1IO IRUrchase
Ohtidn ) Optiaps EEEL (AN SRS STHIGIS Rl RTER
05.19.2005 05.19.2005 07.06.2005 07.06.2005 05.23.2006 05.23.2006
05.18.2015 05.18.2015 07.05.2015 NFA 05.22.2016 N/A
®) (o} o] (c} ) (c
458 22 15 338 450 281
333,750 30,660 20,520 23,133 403,417 23.565
329.280 39,960 20,520 22,771 - -
10,374 1,560 180 108 4,402 A
318,906 38,400 20,340 22.663 309.015 23,450
78,01 78.97 85.05 N/A 101,83 N/A
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FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

The value of services rendered by beneficiaries is determined on the grant date of the plans:

¢ for share subscription plans, by using, for example, the Black & Scholes model with a trinomial algorithm and exercise thresholds,
@ potably taking into account the number of options potentially exercisable at the end of the rights vesting period;

¢ for bonus share plans, by using, for example, the Black & Scholes model with a Monte Carle algorithm and two underlyings.

Exercise thresholds and probability assumptions for the share subscription plans are as follows:

Fhiresnoidls [Erobabiiifyl
. Bfghelstkebacco jofexerciscy
125% 15%
150% 20%
175% 20%
200% 20%

Based on these assumptions, 25% of beneficiaries do not opt for the early exercise of their options before the expiry date.

The main valuation assumptions for the different plans are summarised below:

; ot e R o

CParontiony S| GUeEOEEn  OEESHALE  GeApiEy  SeBeewTun
S I RCGERD VTS Gotons] optioos] [Opnags) [optiop=) joptines!
Volatility 33.25% 33.25% 25.65% 25.65% 23.75%
Risk-frea interest rata 4.08% 4.08% 4.45% 4.37% 3.83%

ARG BOERER  AWpOFE ARy ABIREER AWEEhw

EnofbontsEharalan<y o tonS) G OnronsgEBonLSsDILes) O HON PO sIshates
Volatility 21.00% 21.00% 20.50% 22.50% 23.00% 25.00%
Risk-free interest rate 3.49% 3.49% 3.38% 2.26% 4.08% 3.52%

Volatilities indicated represent the expected volatility of each plan based on maturities and strike prices available at the grant date. Dividends
used for valuation purposes are those expected by the market at the grant date.

The risk-free interest rate corresponds to the 1 to 10 year interest rate curve, at the grant date, for interbank swaps.

The total charge recognised in 2006 in respect of share subscription plans and bonus share plans is €5.0 million (€4.7 million in 2005), including
€0.3 million presented under the heading "Discontinued operations” (€0.2 millien in 2005).

9.2. Cash-settled share-based payment transactions

The Group (Gueci Group) also grants certain employees Share Appreciation Rights (SARs) which constitute cash-settled share-based plans.
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Consolidated financtal statements for the year ended December 31, 2006

The nature and principle characteristics of these plans are presented below:

i

BN oo I

SARs outstanding as of January 1, 3,875,996 3,152,714
Weighted average exercise price (in €) 50.01 54,82
SARs granted during the year 165,000 1,328,882
Weighted average exercise price {in €) 53.27 40.44
SARs exercised during the yaar 1,032,192 57,907
Weighted average exercise price (in €) 46.8% 44.73
SARs expired/forfeited during the year 275,131 548,693
Weighted! average exercise price (in €} 56.00 57.48
SARs covered by tha early buyback programme in 2006 2,094,358

SARs outstanding as of December 31, (not covared by the early buyback programma in 2006) 630,314 3,875,996
Weighted average exercise price (in €} 46.22 50.01
SARs exercisable as of Dacember 31, (not covered by the earty buyback programma in 2006) 38,560° 987,930
Weighted average exercise price (in €) 71.93 54.08

" of which 37,460 exercisable in the nex 6 months and related to employee departures.

SAR plans granted prior to 2006 had a term of 10 years as of the grant
date, while the 2006 plans have a term of 6 years.

SARs vest at a rate of 20% per full year of presence, except on
redundancy {excluding dismissal for gross negligence or misconduct),
when all rights vest immediately. If an employee is dismissed for gross
negligence or misconduct, all rights are lost.

The SAR exercise price is determined by applying price-earnings ratios
for a basket of comparable companies to the results of the Luxury
Goods Division.

The value of services rendered by beneficiaries is recalculated at
each balance sheet date by an independent expert using an optien
valuation model corresponding to the intrinsic value, to which is
added a time value.

The total charge recognised in recurring operating income in 2006
with respect to SARs is €46.4 million (€12.7 millien in 2005},

In addition, the Group has committed to an early buy-back programme
for 2.1 million SARs. Accordingly, an expense of €52.0 million was
recorded in “Othet non-recurring operating income and expenses”.

For the SARs outstanding as of December 31, 2006 and not subject
to an early buy-back programme, the exercise price is between €36.1
and €82.26 (€31.75 and €103.96 in 2005} and the weighted average
remaining contractual term is 7.7 years (7.8 years in 2005).

The carrying amount of the liability for SARs not subject to an early
buy-back programme is €10.7 million as of December 31, 2006 with
an intrinsic value of €10.4 million (€22.7 million and €12.2 million,
respectively, as of December 31, 2005),

NOTE 10.

RECURRING OPERATING INCOME

Recurring operating income is the primary indicator of the Group's operating performance. It breaks down by division as follows:

P h ) - | 12.31.2006 | AER AT W A |
Gucd 611.8 4854 537.7
Botlega Veneta 54.6 13.7 8.7}
Yves Saint Laurent (49.4} 65.8) {79.9)
YSL Beauté 32.2 17.9 29.4
Other (84.0} {58.2) {87.7}
Luxury Goods Division 565.2 392.0 390.8
Redcats 2251 231.3 2312
Fnac 170.2 154.0 138.9
Conforama 181.7 177.1 206.8
Cfao 182.4 167.0 158.9
Retail Division 759.4 T29.4 735.8
Holding companies and other (50.1) (58.8) (60.3)
Total 1,274.5 1,062.6 1,066.3
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Group recurring operating income is €1,274.5 million for 2006
(€1,062.6 million in 2005). The 2004 recurring operating income of
€1,066.3 million represents, for Luxury Goods, the 14-month peried
from November 1, 2003 to December 31, 2004. Based on pro forma
figures, Group recurring operating income is €966.6 million for the
period January 1, 2004 to December 31, 2004, including €291.1 million
for the Luxury Goods Division.

Depreciation, amortisation and charges to provisions on non-
current operating assets included in recurring operating income
amount to €355.5 million in 2006 {€348.2 million in 2005). Other
non-cash operating income and expenses total €0.7 million in 2006
(€2.7 million in 2005).

NOTE1l. OTHER NON-RECURRING OPERATING INCOME AND EXPENSES

i[ Fe, 3 il 22005 (1253982008 I

Non-recurring operating expenses (165.7) {104.3) (223.2)
Restructuring costs (56.4) (34.8) {B6.6}
Asset impairment (29.5) (57.7} {147.5)
SARs early buyback programme 52.0)
Other (27.8) {11.8} 9.1)

Non-recurring operating income 165.6 107.4 316.5
Capital gaing on divestments 148.6 90.2 2991
Other 7.0 17.2 17.4

Total {0.1) 3.1 93.3

Other Group non-recurring operaling income and expenses amounted
to €(0.1) million for 2006. The heading includes non-recurring
operating income of €165.6 million, of which net gains on the disposal
of operating and financial assets for €148.6 million, primarily invelving
the sale of real estate assets and non-recurring operating expenses
of 165.7 million. These expenses primarily include €52.0 million
relating to the SAR early buy-back programme, €29.5 million for asset
impairment (Note 19) and €56.4 million for restructuring costs, mainly
for the recrganisation of the YSL Beauté activities.

In 2005, this heading totalled €3.1 million and comprised non-
recurring operating income of €107.4 million, including pre-tax
capital gains of €90.2 million on the sale of operating and financial
assets {of which a capital gain of €70.3 mitlion recorded on the sale of
the Group's interest in Facet) and non-recurring operating expenses
of €104.3 million, including restructuring costs of €34.8 million and
asset impairments of €57.7 million.

NOTE 12,  FINANCE COSTS

Finance costs break down as follows:

[ - v 12.31.2006 R AT BN ZS |
Cost of net financial indebtedness {241.5) (256.5) {266.7)
Income from cash and cash equivalents 26.5 115 231
Cost of gross financial indebtedness {268.0) (268.0) {265.8)
Other financial income and finance costs (48.5) {50.9) {26.5)
Dividends raceived 1.2 14.9 241
Foreign exchange gains and losses 1.5 (1.1) 0.4}
Gains and losses on derivative instruments not qualifying for hedge accounting

{foreign exchangs and interest rate) (23.4) 6.6} 3.0
Impact of discounting assets and liabilities (6.8} {10.1} (9.4)
QOther finance costs {21.0} 48.0) [37.1)
Total (290.0) (307.4) (293.2)
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The 2006 finance cost includes €54.5 million for the 2003 OCEANE
bonds, which were converted in advance in Qctober 2006. This
notional one-off expense arises solely from the application of [AS 32

FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

and IAS 39 and does not give rise to any cash disbursement. Excluding
this technical impact, finance costs totalled €235.5 million in 2006.

NOTE 13. INCOME TAXES

13.1. Analysis of the income tax expense in respect of continuing operations

13.1.1. Income tax expense

o
UOE N Ml

Income before tax 984.4 758.3 866.4
Taxes paid out of operating income {245.9) {207.1) (147.0)
Other taxes payable not impacting operating cash flow (16.8) (35.4) (77.9)
Incorme tax payable {262.7) {242.5) (224.9)
Deferred tax income/(expense) 28 55.5 92.1)
Total tax charge (259.9) (167.0) {317.0)
Etfective tax rate 26.40% 24.66% 36.59%

13.1.2. Recencilintion of the tax rate

r R

Tax rate applicable in France 34.43%
Impact of taxation of foreign subsidiaries -9.12%
Theoretical tax rate 25.31%
Effect of iterns taxed at reduced rates -0.82%
Effect of permanent differences 1.48%
Effect of temporary differences not recognised -0.12%
Effect of tax losses carried forward not recognised -2.30%
Effect of changes in tax rates -0.03%
Ciher 2.88%
Effective tax rate 26.40%

The income tax rate applicable in France is equal to the base rate of 33.33% plus the social surtax of 3.3%, for 2 total of 34.43% (34.93% in 2005).

13.1.3. Recurring income tax rate

Excluding non-recurring items, the Group income tax rate is as follows:

[_, < -

———— ——— —

Income before tax 984.4 758.3 866.4
Non-recurring iterns 0.1) 3.1 93.3
Recurring Income beforae tax 984.5 755.2 7731
Total tax charge 259.9) (187.0% B17.0)
Tax on non-recurring items {19.0) 1.4 (130.0)
Recurring tax charge (240.9) (188.4) {187.0)
Recurring tax rate 24.47% 24.95% 24.19%
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13.2. Movements in balance sheet headings

13.2.1. Income tax payable

r ,

{ i

: CaSloN oW IO t

[ W sed THER AR R2EIF2005] (NelioCoMelNo Deratinpiactivitics)

Current tax receivables 46.2 52.0

Current tax liabilities [266.5} (355.7)

Net current tax liabilities (220.4) (303.7) {245.9) 198.0

13.2.2. Deferred tax

r — T T mm————— .
|

Lﬁ' * ailh g B S O00 K200 iNaHiComel B J

Deferred tax assets 425.7 585.6

Deferred tax liabifities (1,859.7) 1,965.3}

Deferred tax liabilities {1,434.0) {1,370.7) 2.8

r'_'_——_ T s s e e - T m— T T T il

]

|

li e R 2005 (NESnEome] J

Intangible assets (1,586.8) (18.2)

Property, plant and equipment (175.1} (29.5}

Other non-current assets (28.5) 14.3

Other current assets 1315 29.1

Shareholders” equity 27.3) 2.7

Bomrowings 16.5 o8

Provisions for retirement and similar benefits 73.0 B3

Provisions 34.7 34

Other current liabilities 100.7 128

Tax losses and tax credits not utlised 81.6 {20.9)

Net deferred tax assets/(liabilities} {1,379.7) 2.8

Deferred tax assets 585.6

Deferred tax liabilities {1,965.3}

Deferred tax (1,379.7) 2.8
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trits odini!

. [asihelditons K)thediarns)
[Sastion tiowio RO netationskdisnoses (ChanueSRNGIOG I Areconuisediaitert VTS

javestnalaciivities! [noltobelsalo Gihctircashazeholdeslicdtily] 12.31.2006
56.8
(279.7)
105.6 1.0 1.3 14.8 (222.9)
T Aemanstits
belcgtodtalgRno EIhGr e
A AIDoEd. EHENDER R Eenl GOEEHMEER diasiy @
ooltoReleol) St cestare o ldersgeaing 12.31.2006
692.8
{1.939.8)
121.4 (3.0 11.5 {1,247.0)

fAem G

Gatseltifogh aleh Gihediems
Bocrationsiishtizad ICRaoCeNRGIOT DR e tats sedid tactivin

cfogtainesoly EUBC IS gateholdemReq ity 12.21.2006

{1.9) 29 {1,604.0)

128.0 7.6 45 {(79.7)

0.7 (0.8} (15.7)

(1.2 1.7 (10.0) 151.4

35 0.8 0.4 {21.3)

a1 0.2 {11.4) 6.2

(6.4} 08 75.7

1.7 05 0.3 40.0

(1.7 4.4 2.6 118.8

(1.6) 22.8 81.9

121.4 (3.0) 11.5 {1,247.0)

692.8

(1,939.8}

121.4 {3.0) 11.5 (1,247.0)
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13.3. Deferred tax not recognised

Consolidated financial statements for the year ended December 31, 2006

Tax losses and tax credits in respect of which no deferred tax asset was recognised totalled €1,115.5 million as of December 31,2006 (€1,213.2 million

as of December 31, 2005},

Changes in tax losses and tax credits not utilised during the year and the associated expiry schedule are presented below:

{in € millions)

As of December 31, 2004 1,181.5
Losses generated during the year 2226
Loss utifised and time barred during the year (225.2}
Effect of changes in Group structure and exchange rate adjusiments 34.3
As of December 31, 2005 1,213.2
Losses generated during the year 121.0
Loss utilised and time barred during the year {165.6)
Effect of changes in Group structure and exchange rate adjustments {63.1)
As of December 31, 2006 1,115.5
Ordinary tax loss carry-forwards 587.9

Expiring in less than five years 2480

More than five years 338.8
Indefinite carry-forwards 527.6
Total 1,115.5

Deductible temporary differences in respect of which no deferred tax
asset was recognised totalled €45.1 million as of December 31, 2006
(€38.4 million as of December 31, 2005).

There were no unrecognized deferred taxes in respect of temporary
differences relating to investments in subsidiaries, associates and joint
ventures as of December 31, 2006.

NOTE 14.

ASSETS CLASSIFIED AS HELD FOR SALE, OPERATIONS

DISCONTINUED, SOLD OR TO BE SOLD

As of December 31, 2006, operations discontinued, sold or to be sold
include the activities of Printemps, Orcanta, YSL Beauté Recherche et
Industrie and Fnac Service.

In 2004, Rexel was also presented as an “operation sold or to be sold”

14.1. Description of operations discontinued,
sold or to be sold

14.1.1. Operations scld or te be sold

The operations of Printemps, Orcanta, and YSL Beauté Recherche et
Industrie are considered as “sold or te be sold” since the 2006 first-
half closing (Note 4.1).

Pursuant to [FRS 5, the Group ceased depreciating these asset groups
and all their assets as of June 30, 2006.

The net income of these activities is presented under a separate income
statement heading, “Discontinued operations”, and is restated in the
cash flow statement and the income statement over all published
periods. For 2006, net cash flows relating to discontinued operations
in the Group cash flow statement represent opening cash net of inter-
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company flows for the peried. For 2005 and 2004, they represent all
cash flows net of inter-company flows for the period.

The assets and liabilities arising from “operations sold or to be sold”
are presented on separate lines in the Group's balance sheet, without
restatement for previous periods (Note 2.19).

14.1.2. Discontinued operations

Due to the worldwide decline in the printing market for film, Fnac
Service has, since May 2006, discontinued its activities and closed all
its stores, excluding franchisees. This decision was accompanied by
a job protection plan.

Given this decision to close its remaining 49 stores as of the closing date for
the 2006 first half, Fnac Service is considered asa“discontinued operation”
in the Group consolidated financial statements since this date.

The result of this activity is presented under a separate income
statement heading, “Discontinued operations”, and is restated in
the cash flow statement over all published periods. Net cash flows
relating to discontinued operations in the Group cash flow statement
represent, for the various periods published, all cash flows net of inter-
company flows for the period.
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Assets and liabilities arising from the “discontinued operation” are not presented on separate lines in the Group's balance sheet {Note 2.19).

14.2.Impact on the financial statements

The income and cash flow statements for operations discontinued, sold or to be sold are as follows:

SR T | 12312006 | A8 AN AR Faith |
Revenue 553.6 827.8 7,356.4
Cosl of sales {289.8) {433.3) {5,317.8)
Gross profit 263.8 394.5 2,038.6
Payroll expenses {138.5) {192.4) (998.7)
Other recurring operating income and expenses {123.0) {180.6) (689.8)
Recurring operating income 23 21.5 350.1
Other non-recurring operating income and expenses (58.0) {13.1) 9.8
Operating income {55.7) 8.4 340.3
Finance costs, net {3.5) {4.2) (59.0)
Income before tax {59.2) 4.2 281.3
Income tax 101 (5.2) (59.6)
Share in earnings of associates 13.1
Netincoms on the disposal of discontinued ogerations 41.4 391.3
Net income 5.4 (1.0 613.0
o/w attributabile to equity holders of the parent 5.6 (1.0) 560.6
o/w attributable to minority interasts [0.2) 52.4
o ey S 12.31.2006 B A TSP AT |
Net cash from (used in) operating activities (41.6) 71.9 145.9
Net cash usedt in investing activities (17.2) (34.6) {31.8}
Net cash from (used in) financing activities 19.8 {12.6} [139.3}
impact of axchange rate fluciuations {0.4)
Net cash flows {39.0) 24.7 {25.2)
Cash at beginning of the ysar and change inter-company flows 94,9 77 105.6
Net cash from discontinued operations!® 55.9 32.4 80.4

(1) Line item in the Group consolidaced cash flow
g

Revenue for Printemps stood at €508.5 million for the period from
January | to September 30, 2006 (€751.8 million for 2005}, while net
income amounted to €17.9 million for fiscal year 2006 (€7.0 million
for 2005).

Net income of YSL Beauté Recherche et Industrie amounted to
€(39.9) million for 2006 (€(2.5) millton for 2005).

Net income of Orcanta steod at €(1.1) million for 2006 (€0.5 million
for 2005).

Net income for Fnac “discontinued operations” was €(12.9) million
for 2006, primarily due to closing costs (€(6.0) million for 2005).

Operations sold or to be sold impacted the Group consolidated financial statements for the follewing amounts:

LR 000 Spar I |

o 12.31.2006 s AN |

Assets classified as held for sale
Liabilities associated with assets classifled as held for sale

253.5

As of December 31, 2006, assets classified as held for sale exclusively concern Printemps for the amount of the Group's interest in this equity-

accounted company.
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NOTE 15. EARNINGS PER SHARE

Net earnings per share is calculated based on the weighted average
number of shares outstanding, after deduction of the weighted average
number of shares held by consolidated companies.

Pursuant to [AS 33, revised, the weighted average number of shares
outstanding was adjusted at the opening date of the first period

Fully diluted net earnings per share is based on the weighted average
number of shares as defined above for the calculation of basic earnings
per share, increased for the weighted average number of potentially
dilutive ordinary shares, Net income is adjusted for the theoretical
interest charge, net of tax, in respect of convertible and exchangeable

presented (i.e. January 1, 2004), for share cancellation transactions instruments.
having occurred since January 1, 2004. These transactions mainly
covered the cancellation of 2,000,000 shares on March 30, 2005 and
394,062 shares in 2006,
15.1. Earnings per share
EARNINGS PER SHARE AS OF DECEMBER 31, 2006
[Capsolidated [Gontpuino > iscontinued
16 2 Tertfimse [Gov) [Cperaticns] loperations
Net income attributable to ordinary shareholders 685.3 679.7 5.6
Weighted average number of ordinary shares outstanding 121,527 915 121,627,915 121,527,915
Weighted average number of treasury shares {106.952) {106,952) {106,952)
Weighted average number of ordinary shares 121,420,963 121,420,963 121,420,963
Basic earnings per share (in €) 5.64 5.60 0.04
Net income attributable to ordinary shareholders 685.3 679.7 5.6
Share subscription options
Diluted net income attributable to equity holders of the parent 685.3 679.7 5.6
Weighted average number of ardinary shares 121,420,963 121,420,963 121,420,963
Share subscription options 324,246 324,245 324,248
Weighted average number of diluted ordinary shares 121,745,209 121,745,209 121,745,209
Fully diluted earnings per share (in €) 5.63 5.58 0.05

The other instrument likely to dilute earnings per share, i.e. the
OCEANE bonds issued on November 8, 2001, was not taken into
account in the weighted average number of diluted shares given its anti-
dilutive impact on net earnings per share as of December 31, 2006,
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The October 2006 capital increase to cover the unhedged portion of the
OCEANE bonds issued in 2003 created 8.3 million additional shares.
It was taken into account on a time proportion basis in 20086.
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EARNINGS PER SHARE AS OF DECEMBER 31,2005

[
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[ GveminEE Ganianag | Gl |
P T ) B Eaulm joperations poeration ﬂ
Netincome attributable to ordinary shareholders .4 536.4 {1.0)
Weighted average number of ordinary shares qutstanding 120,045,439 120,045,439 120,045,439
Weighted average number of treasury shares (1,300,919) {1,300,919) {1,300,919)
Weighted average humber of ordinary shares 118,744,520 118,744,520 118,744,520
Basic earnings per share (in €) 4,51 4.52 {0.01)
Net income attributable to ordinary shareholders 535.4 536.4 (1.0)
Share subscription options
2004 long-term borrowing 34 3.4
2003 convertible bond issug 44.0 44.0
Diluted net income attributable to equity holders of the parent 582.8 583.8 {1.0)
Weighted average number of ordinary shares 118,744,520 118,744,520 118,744,520
Share subscription options 98,674 08,674 98,674
2004 long-term borrowing 1,168,224 1,168,224 1,168,224
2003 convertible bhond issue 12,500,000 12,500,000 12,500,000
Weighted average number of diluted ordinary shares 132,511,418 132,511,418 132,511,418
Fully diluted earnings per share {in €) 4.40 4.40 0.00

The other instrument likely 1o dilute earnings per share, i.e. the
OCEANE bonds issued on November 8, 2001, was not taken into
account in the weighted average number of diluted shares given its anti-
dilutive impact on net earnings per share as of December 31, 2005.

EARNINGS PER SHARE AS OF DECEMBER 31, 2004 *

'The 2004 long-term borrowing representing a dilutive instrument
was repaid in cash on February 6, 2006.

[ T I (CohSalidated (CoRtigting] BlEmaieg |
Lot e _ o [Groun] [Ghelations) [cperations!
Net income attributable to ordinary shareholders 1,065.1 504.5 560.6
Waighted average number of ordinary shares outstanding 120,027,590 120,027,590 120,027,590
Weighted average number of treasury shargs (843,168) (943,168) (943,168)
Weighted average number of ordinary shares 119,084,422 119,084 422 119,084,422
Basic earnings per shara {in € 8.94 4.24 4.70
Net income attributable to ordinary shareholders 1,065.1 504.5 560.6
Share subscription options
2001 convertible bond issue .5 1.5
2004 long-term borrowing 1.9 1.9
2003 convertible bond issue 28.6 28.6
Diluted net income attributable to equity holders of the parent 1,097.1 536.5 560.6
Weighted averaga number of ordinary shares 118,084,422 118,084,422 119,084,422
Share subscription options 75,970 75,970 75,970
2001 convertible bondissue 991,605 991,605 981,605
2004 long-term borrawing 1,050,125 1,050,125 1,050,125
2003 convertible bond issue 12,500,000 12,500,000 12,500,000
Weighted average number of diluted ordinary shares 133,702,122 133,702,122 133,702,122
Fully diluted earnings per share (in € 8.21 4,01 4.20
" Gued is consolidated for a 14-month period from November 2003 to December 2004,
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15.2. Earnings per share from continuing operations excluding non-recurring items

Non-recurring items consist of the income statement line item “Other non-recurring operating income and expenses” net of tax and minority

interests,

Net income attributable to ordinary shareholders 679.7 536.4 504.5
Other non-recurring operating incomea and expenses ©.9) 31 93.3
Income tax on other non-recurring operating income and expenses (19.0) 1.4 {130.0)
Minority interests in other non-recurring operating income and expenses 08 0.9 5.1

Net income excluding non-recurring items 698.0 531.0 536.1
Waighted average number of ordinary shares cutstanding 121,627,915 120,045,439 120,027,520
Weighted average number of treasury shares {106,952) 1,300,919} {943.168)

Weighted average number of ordinary shares 121,420,663 118,744,520 119,084,422

Basic earnings per share excluding non-recurring items {in €) 5.75 4.47 4,50

Net income excluding non-recurring items 698.0 531.0 536.1
Share subscription options
2001 convertible bond issus 1.5
2004 long-term borrowing 3.4 1.9
2003 convertible bond issue 44.0 28.6

Dituted net income attributable to equity holders of the parent 698.0 578,4 568.1
Weighted average number of ordinary shares 121,420,963 118,744,520 119,084,422
Share subscription options 324,246 98,674 75,970
2001 convertible bond issus 991,605
2004 long-term boerrowing 1,168,224 1,050,125
2003 convertible bond issue 12,500,000 12,500,000

Weighted average number of diluted ordinary shares 121,745,209 132,511,418 133,702,122

Fully diluted earnings per share {in €) 5.73 4,36 4.25

Guedi is consalidated for a 14-manth period from November 2003 to December 2004.
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NOTE 16. GOODWILL

i ¢ @ens  DEEIERR R s )
Goodwill as of January 1, 2004 5,147.8 {157.2) 4,990.6
Acquisitions 4917 4917
Disposals (27.5} (27.5)
Impairment losses 21.00 21.0)
Translation adjustments (47.8) 10.6 (37.2)
Goodwill as of December 31, 2004 5,564.2 (167.6) 5,396.6
Impact of application of IAS 32/39 BB.8 88.8
Goodwill as of January 1, 2005 5,653.0 {167.6) 5,485.4
Acquisitions 27.0 27.0
Impairment losses 31.2) (31.2)
Call cptions granted to minority interests 4.9 4.9
Translation adjustrments 92.4 (22.8) 69.6
Goodwill as of December 31, 2005 5,767.5 {221.6) 5,545.9
Acquisitions 236.9 236.9
Assets classified as held for sale and operations disposed of or to be sold (226.0) {226.0)
Impairment losses (Note 18) (14.9) (14.9
Call options granted to minority interests 134.0 134.0
Translation adjusiments (78.0) 16.8 61.2)
Other movements (5.4) 5.4)
Goodwill as of December 31, 2008 5,829.0 (219.7) 5,609.3

All goodwill recognised in 2006 was allocated to cash generating units at the balance sheet date.

The application of IAS 32/39 as of January 1, 2005 concerned call options granted to minority interests.

NOTE17. OTHER INTANGIBLE ASSETS

Ui G whtislof,

BrancRlothedintangiplelassets]

6,255.5 756.2 7,011.7

Gross carrying amount as of January 1, 2004

Acquisitions 67.0 67.0
Disposals 8.1) 8.1
Translation adjustments 0.1 {13.6} (13.7)
Gross carrying amount as of December 31, 2004 6,255.4 801.5 7,056.9
Amortisation & impairment losses

as of January 1, 2004 (9.3) (321.9) {331.2)
Disposals 5.1 5.1
Amortisation (1.8} {90.5) {92.3)
Impairment losses {14.6) {14.7) (29.3)
Translation adjustments .4 8.8 9.2
Amortisation & impairment losses

as of December 31, 2004 {25.3) {413.2) {438.5)
Net carrying amount as of January 1, 2004 6,246.2 434.3 6,680.5
Acquisitions 67.0 67.0
Disposals (3.0 (3.0)
Arnortisation (1.8) (90.5) (92.3)
Impairment losses (14.6) (14.7} (20.3}
Translation adjustments 0.3 (4.8) (4.5)
Net carrying amount as of December 31, 2004 6,230.1 388.3 6,618.4
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| o et Ernn B0 elintAng hiefasseis) Total
Gross carrying amount as of December 31, 2004 §,255.4 B801.5 7,056.9
Changes in Group structure 0.5 0.5
Acquisitions 721 721
Disposals (18.0) {19.0)
Translation adjustments 1.0 10.4 11.4
Gross carrying amount as of December 31, 2005 6,256.4 B65.5 7,121.9
Amaortisation & impairment losses

as of December 31, 2004 {25.3) {413.2) {438.5)
Disposals 18.6 186
Amortisation (2.6 {66.1) {68.7)
Impairment losses 2.0 (17.5) {19.5)
Translation adjustments 0.9 7.9 8.8)
Other movements 0.4 {0.4)

Amortisation & impairment losses

as of December 31, 2005 (30.4) {486.5) (516.9)
Net carrying amount as of December 31, 2004 6,230.1 388.3 6,618.4
Changes in Group structure 0.5 0.5
Acquisitions 7241 721
Disposals {0.4) (0.4)
Amortisation 2.6) {66.1} 68.7
Impairment losses . RO {17.5) (19.5)
Translation adjusiments 0.1 2.5 26
QOther movements 0.4 {0.4)

Net carrying amount as of December 31, 2005 6,226.0 379.0 6,605.0
[ mom " dpor @l MEEe SR
Gross carrying amount as of December 31, 2006 6,256.4 865.5 7,121.8
Changes in Group structure 34.2 12.4 46.6
Acquisitions 1.5 64.0 65.5
Assets classified as held for sale and operations disposed

of or to be sold .2 2.9 {83.1)
Other disposals (52.4) {52.4)
Translation adjustments {1.6) (8.9 {10.5)
Other movemenis 6.4 6.4
{Gross carrying amount as of December 31, 2006 6,290.3 794.1 T,084.4
Amortisation & impalrment losses

as of December 31, 2005 {30.4) {488.5) (516.9)
Changes in Group structure 3.4) (3.4}
Assets classified as held for sale and operations disposed

of or to be soid 0.2 53.2 53.4
Other disposals 52.3 52.3
Amortisation {65.9) £59)
Impairment losses (Note 19) 2.0 (2.4) 4.4
Translation adjustments 0.7 3.4 4.1
Other movements {0.9) 0.9)
Amortisation & impairment losses

as of December 31, 2006 {31.5) (450.2) {481.7)
Net carrying amount as of December 31, 2005 8,226.0 379.0 6,605.0
Changes in Group structure 342 9.0 43.2
Acquisitions 1.5 64.0 65.5
Assets classifiec as hald for sale and operations disposed

of or to ba sold (39.7) (39.7}
Other disposals 0.9 {0.1)
Amortisation (65.9) 65.9)
Impaiment losses {Note 18) 2.0 {2.4) {4.4)
Translation adjustments 0.9 5.5 16.4)
Other movements 55 5.5
Net carrying amount as ot December 31, 2006 6,258.8 343.9 §,602.7
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NOTE 18. PROPERTY, PLANT AND EQUIPMENT

T T Lndans REgen .
e 7T o, B IHIRgs: Eaupuent Bl FFAE Total

Gross carrying amount as of December 31, 2004 1,991.9 2767,1 2814 5,040,4
Changes in Group structure (72.4) (1.5 041 (73.8)
Acquisitions 204 186,7 B1.8 2887
Disposals {22.2) 83.1) 9.2 {114,5)
Translation adjustments 275 54.2 6.4 881
Oiher movements 223 16.4 B1.4) (22.7)
Gross carrying amount as of December 31, 2005 1,967.5 2,939.8 298.9 5,206.2
Depreciation & impairment losses as of
December 31, 2004 (569.4) (1,717.9) {129.6} {2,416.9)
Changes in Group structure 0.7 1.8 041 1.2
Disposals 11.2 74.0 4.6 29048
Depreciation (52.9} (258.8) (16.9) (328.6)
Impairment losses (7.0} 7.0)
Translation adjusiments 5.M (27.4) {1.1) {34.2)
Other movemants 5.1 27.9 4.8) 28.2
Depreciation & impairment losses as of
December 31, 2005 (619.4} (1,900.4) (147.7) (2,667.5)
Net carrying amount as of December 31, 2004 1,422.5 1,049.2 151.8 26235
Changes in Group structure [73.1) 0.3 0.2 72.6)
Acquisitions 204 186.7 816 288.7
Disposals (11.0) ©.1) {4.6) (241
Depredciation (52.9) (258.8) (16.9) (328.6)
Impairment losses 7.0 7.0
Translation adjustments 21.8 268 53 53.9
Other mavements 27.4 44.3 (66.2) 5.5
Net carrying amount as of December 31, 2005 1,348.1 1,039.4 151.2 2538.7
o/w assets owned outright 1,101.3 1,039.4 125.0 2265.7
o/w assets held under finance lease 246.8 26.2 273.0
2006 FINANCIAL DOCUMENT - PPR 117

[~



, - -

[ —

FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

¥ odiang (el it o _ ]

| 4 e slEinGEs CHpEnEnE GihedREH | el
Gross carrying amount as of December 31, 2005 1,967.5 2,939.8 298.9 5,206.2
Changes in Group structure 53.7 52.6 3.2 100.5
Acquisitions 19.6 2386 91.8 350.0
Assets classified as held for sale ar! operations dispased of or 10 be sold (598.2) 4317 (44.8) {1.074.7)
Disposals 96.0) (115.9) (20.7 (232.6)
Teanslation adiustments (17.6) {40.0) (5.1) (62.7}
Other movements 9.8 24.0 (35.4) (1.6}
Gross carrying amount as of December 31, 2006 1,338.8 2,667.4 2879 4,294.1
Depreclation & impairment losses as of December 31, 2005 {619.4) (1,900.4) (147.7} (2,667.5)
Changes in Group strusture {11.9) {30.7) {2.1) {14.7)
Assets classified as held for sale and operations disposed of or to be sold 130.4 305.7 23.2 459.3
Disposals 1.3 112.3 13.2 136.8
Depreciation {44.1) (231.8) 1.1 (297.0}
Impairment losses (Note 19} (10.2) {10.2%}
Translation adjustments 36 249 1.2 29.7
Other movements 0.2 0.1 0.1
Depreciation & impairment losses as of December 31, 2006 (529.9) {1,720.0) {143.6) {2,393.5)
Net carrying amount as of December 31, 2005 1,348.1 1,039.4 151.2 2,538.7
Changes in Group strugture 41.8 219 11 64.8
Acquisitions 19.6 238.6 91.8 350.0
Assets classified as held for sale and operations disposed of or to be sold (467.8} {126.0) (21.6) {B615.4}
Disposals {84.7) 3.6) (7.5} 95.9)
Depreciation {44, 1) 231.8) {29.1} {297.0)
Impairment losses (Note 15) {10.2} {10.2y
Translation adjustments (14.0) (15.1) 3.9 {33.0)
Cther movements 10.0 24.0 (35.5) {1.5)
Net carrying amount as of December 31, 2006 808.9 947.4 144.3 1,900.6

o/w assets owned outright 590.3 047 .4 128.5 1,666.2

o/w assets held under finance lease 218.6 158 234.4

Charges to depreciation are recorded in “Cost of sales” and “Other recurring operating income and expenses” in the Income Statement.

NOTE 19. IMPAIRMENT LOSSES

As aresult of annual impairment tests performed in 2006, the Group
recognised the following impairment losses:

¥ a permanent impairment loss on the goodwill of the Bédat cash
generating unit (CGU) for €14.9 million. This loss arises from the
difference between the net carrying amount of the Bédat CGU and
its recoverable amount. The value in use is calculated based on a
discount rate of 9.8% and a perpetual growth rate of 3.5%;

o an impairment loss of €4.4 million with respect to other intangible
assets of Luxury Goods;

+ animpairment loss of €10.2 million with respect to Retail property,
plant and equipment.
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These impairment losses were recorded in “Other non-recurring
operating income and expenses” in the Income Statement.

Impairment tests performed in accordance with the method described
in Note 2.7 did not identify any impairment losses in 2006 in respect

of intangible assets, property, plant and equipment and goodwill of

CGUs, other than those previously described.
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The pre-tax discount rates and perpetual growth rates applied to expected estimated cash flows in connection with economic assumptions and
forecast operating conditions adopted by the Group are as follows:

m e e el GO R |
Luxury Goods Division 9.6%-12.4% 9.0%-11.4% 8.0%-13.5% 3.0%-3.5% 2.0%-3.5% 2.0%-5.0%
Retall Division (excl. emerging

geographical ars=sn) 7.4%-9.8% 7.0%-10.9% 7.3%-13.5% 0.5%-1.5% 0.5%-1.5% (0.5%-2.0%
Emerging gecgraphical areas " 96%-15.1% 9.4%-15.5% 8.4%-18.8% 2.0%-4.0% 2.0%-5.0% 3.0%50%

(1) Emerging geographical areas include African countries and some of the Latin American and Eastern European countries.

NOTE20. INVESTMENTS IN ASSOCIATES

T 12.31.2006 B _ﬁitﬁzé;;[ﬁglﬁ? )w‘"‘:@ﬁ ?k’lf’}'gl
i el Reserves Netincome Total rofEl [kotal
Sodice Expansion 0.4) 04 247 24.0
Qther 17.5 1.8 19.3 10.3 22.9
Total 17.1 2.2 18.3 44.0 46.9

NOTE 21. NON-CURRENT FINANCIAL ASSETS

Non-current financial assets break down as follows:

B S T v

R A |

Non-consolidated investments 29.7 40.7 73.6
Derivative financial instruments 271 65.3

Financial assets available for sale 8.1

Non-gonsolidated investment loans and receivables 34.2 29.5 293
Deposits and guarantees 85.0 B80.8 72.7
Other 31.9 24.5 65.8
Total 216.0 240.8 241.2
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NOTE 22. INVENTORIES

Commercial inventories 2,8806 28111 2,720.4
Industrial inventories 273.6 235.1 199.2
Gross carrying amount 3,124.2 3,146.2 2,919.6
Allpwances {380.0) (319.0) (287.0)
Net carrying amount 2,744.2 2,821.2 2,832.6

'L_‘_T‘_;]’.-Yﬂ} Hegishol | owAG et

Allowancas as of December 31, 2005 (319.0)
[Charge)/reversal 71.9)
Changes in Group structure (1.3)
Assets classified as held for sale and operations disposed of or to be sold 39
Translation adjustments 8.3
Allowances as of December 31, 2006 {380.0)

The net carrying amount of inventories pledged to secure liabilities as of December 31, 2006 was €80.9 million (€89.2 million as of December 31,
2005).

NOTE 23. OTHER CURRENT ASSETS AND LIABILITIES

Jivgerdie alkeRifieg!
ke 16T gaslte

QTR ST GO EermEs TERLESR
capltal [disposedicy fibed T EWL  RPETGER
W P A e Cashylaws OSSR O IR B SH [G W S Errhirture I
Inventories 28272 85.6 {149.5) 53.1 (72.2 2,7442
Trade receivables 1,1256 47.2 (13.4) (18.5) (24.5) 1.116.4
Other current financial assets and
liabilities 30.6 1.1 {0.4) (1.7} 0.2} 204
Current tax receivables/liabilities (303.7) 1.0 (47 .9} 7.2 120.4 (222.9)
Trade payables {2, 758.1) 513 159.6 {12.2} 18.8 {2 500.6}
Other current assets and liabilities {1,235.0) (228.6) 12.1 206.7 (12.6) {(151.0) (1,408.4)
Working capital requirements {313.4) {43.4) 49.4 157.1 16.9 {108.5) {241.9)
Customer loans 416.6 (26.2) 7.3 397.7

Given the nature of these activities, the Group's exposure to customer default would not have a material impact on the Group's business, financial
position or assets.

NOTE 24. OTHER CURRENT FINANCIAL ASSETS

The heading primarily comprises derivative financial instruments.
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NOTE 25.

25.1. Breakdown by category

This item breaks down as follows:

CASH AND CASH EQUIVALENTS

[z wmmn A AR WA P, AT |
Short-term receivables on divestments 2,181.8 21818
Cash 627.2 713.6 684.1 684.3
Cash equivalants 028.4 1,089.6 996.9 1,422.0
Total 1,555.6 1,813.2 3862.8 4,288.1

As of December 31, 2006, cash equivalents include UCITS, certificates
of deposit and term deposits with a maturity of less than 3 months.

Following the prospective application of IAS 32 as of January 1, 2005,
treasury shares are deducted from consolidated shareholders’ equity
(impact on "Cash and cash equivalents” of €345.8 million as of the
date of first-time adoption).

25.2. Breakdown by currency

As of December 31, 2004, short-term receivables on divestments
concerned the sale of Rexel for €1,916.7 million and the sate of 10%

of the consumer credit business for €265.1 million.

[_ur-‘ G e 12.31.2006 % TR EED W PgR22004] L
Euro 973.9 62.6% 1,309.5 72.2% 3.860.7 90.0%
LS dollar 329.7 21.2% 321.0 17.7% 202.2 4.7%
Swiss franc 55.3 36% 55.1 3.0% 96.0 2.2%
Pound sterling 52.5 3.4% 43.8 2.4% 21.0 0.5%
CFA franc 39.4 2.5% 249 1.4% 15.3 0.4%
Qther currencies 104.8 6.7% 58.9 3.3% g92.9 2.2%
Total 1,555.6 1813.2 4,288.1

NOTE 26. SHAREHOLDERS' EQUITY

As at December 31, 2006, share capital stood at €513,549,096, Share
capital comprises 128,387,274 fully paid-up shares with a par value
of €4 each (120,448,230 shares with a par value of €4 each as of
December 31, 2005).

26.1. Treasury share transactions

‘The Group cancelled 394,062 treasury shares, of which 124,514 shares
on January 11,2006 and 269,548 shares on May 24, 2006, thus bringing
PPR share capital to 120,054,168 shares as of May 24, 2006.

Treasury shares were cancelled in the following amounts:

# 124,514 shares by the Board of Directors on January 11, 2006 in
accordance with authorisations granted by the Annual General
Shareholders’ Meeting of May 19, 2005;

? 269,548 shares by the Board of Directors on May 23, 2006 in
accordance with authorisations granted by the Annual General
Shareholders’ Meeting of May 23, 2006,

PPR decided to proceed with the early redemption of all the 05/03-
01/08 2.5% PPR OCEANE bonds that were outstanding on October 30,
2006. Bondholders could choose between a redemption for cash or
an exchange for PPR shares {one (1) PPR share for one (1} bond

exchanged).

In 2006, bondholders exercised their share allotments rights for

12,489,018 bonds.

Given the treasury share hedges in place, this transaction gave

rise

to the exchange of 4,155,911 current shares and the creation of

8,333,106 new shares.

On October 30, 2006, share capital was increased by issuing
8,333,106 new shares, thus bringing PPR share capital to

128,387,274 shares or €513,549,096.
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During 2006, the Group also made a net acquisition of
4,400,460 treasury shares as follows:

269,548 shares were purchased following the exercise of PPR share
purchase options set up in 2005 to hedge stock option plans;

v 3,347,051 shares were purchased under a liquidity contract;
@ 3,372,051 shares were sold under a liquidity contract;

2 4,155,912 shares were purchased to hedge exchange requests for
05/03-01/08 2.5% PPR OCEANE bonds, of which 4,155,911 shares
following Lhe exercise of call option hedges set up in 2005 and
the first half of 2006 for 3,000,000 and 1,155,911 options,
respectively.

Finally, the Group purchased 1,480,000 PPR share purchase options
in order 10 hedge employee stock option plans.

Asat December 31, 2006, the Group held 2,520,598 PPR share purchase
options to hedge share subscription or purchase option plans.

On May 26, 2004, PPR signed an agreement with a financial broker
in order to improve the liquidity of transactions and the stability of
share prices.

This contract complies with the provisions of the Professional
Code of Conduct established by the Association francaise des
entreprises d'investissement ( AFEL French Association of Investment
Companies).

The agreement was initially contracted for €40 million, equally divided
between cash and PPR shares and was provided with an additional
€20 million in cash on September 3, 2004,

As of December 31, 2006, PPR held no treasury shares in connection
with the liquidity contract, compared with 25,000 shares as of
December 31, 2005.

26.2. Appropriation of 2006 net income

The Board of Directars will propose a dividend distribution of €3.0
per share in respect of 2006, representing a total dividend distribution
of €385.2 million, to the Ordinary Shareholders' Meeting held to adopt
the financial statements for the year ended December 31, 2006.

A dividend of €2.72 per share was distributed in respect of 2005.

NOTE 27.

In accordance with the laws and practices in each country, Group
employees receive long-term or post-employment benefits in addition
to short-term remuneration. These additional benefits take the form
of defined contribution or defined benefit plans.

Under defined contribution plans, the Group is not obliged to
make any additional payments above contributions already made.
Contributions to these plans are expensed as incurred.

27.1. Change during the year

EMPLOYEE BENEFITS AND EQUIVALENT

The actuarial valuation for defined benefit plans is conducted by
independent experts. The benefits primarily concern retirement
termination payments and jubilees in France, complementary pension
schemes in the United Kingdom, statutory dismissal compensation in
[taly (TFR}), and mandatory complementary pension schemes (LPP)
in Switzerland.

The Group had no obligations with respect to medical costs,

The increase in the present value of the obligation in respect of defined benefit plans breaks down as follows:

Present value of obligation as of January 1, 538.5 470.8
Current service cost 31.0 28.4
Contributions by beneficiaries 38 3.3
Interest cast 22.9 229
Benefits paid {22.5) {22.0)
Past service cost 1.1
Actuarial gains and losses (1.0 3186
Curtailments and settlements (5.8} 5.8}
Changes in Group structure 0.7 3.0
Assets classified as held for sale and operations disposed of or to be sold (18.5}

Exchange differences 2.6 5.2
Present value of obligation as of December 31, 551.7 538.5
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As of December 31, 2006, the present value of the obligation amounts
to €551.7 million, and comprises:

% €106.2 million in respect of fully unfunded plans (€132.4 million
in 2005);

FINANCIAL INFORMATION
Conselidated financial statements for the year ended December 31, 2006

* €445.5 million in respect of fully or partially funded plans
(€406.1 million in 2005).

The increase in the fair value of defined benefit plan assets breaks
down as follows:

[ i 2006 A )
Fair vatue of defined benefit plan assets as of January 1, 248.6 2122
Contributions by employer 252 25.0
Contributions by beneficiaries 38 33
Expected returmn on plan assets 18.2 121
Benefits paid {22.5) (22.0%
Actuanal gains and losses 48 14.0
Settlenents
Changes in Group structure 08
Exchange differences 2.3 4.0
Fair value of defined benefit plan assets as of December 31, 281.2 248.6
Funded defined benefit plan assets are invested as follows:
¥ insurance contracts represent 45% of the total fair value of assets (50% in 2003);
% equily instruments represent 28% (27% in 2005);
® debt instruments represent 18% (16% in 2005);
2 and other assets represent 9% (7% in 2005).
The reconciliation of balance sheet data with the actuarial obligation in respect of defined benefit plans breaks down as follows:
Present value ¢f the obligation 551.7 538.5 470.8
Fair valug of dsfined bensfit plan assets (281.2) {248.6) (212.2)
Funding shortfall/{excess) 270.5 289.9 258.6
Actuarial gains and losses not recognised
Past senvica costs not recognised (9.8 (10.5) {11.1)
Amount not recognised in assets
Fair value of redemption rights
Provisions (net asseats) recognised in the balance sheet 260.7 279.4 2475

of which provisions 260.7 279.4 247.5

of which net assaets
Experience adjustments on plan liabilities 4.5% 5.9% 7.1%
Experience adjustments on plan assets 1.7% 5.6% 5.9%
The Group expects to pay an estimated €25 million in contributions in 2007.
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27.2, Charge recognised in the income statement

Consolidated financial statements for the year ended December 31, 2006

The total charge of €32.0 million recognised in respect of defined benefit plans breaks down as follows:

lr LSRRt w B EE‘E]
Current service cost 31.0 28.4
Interest cost 229 229
Expected retum on plan assels {18.2} {12.1}
Actuarial gains/losses recegnised in netingome
Past service costs expensed in net incoma 1.3 1.1
Curtaiments and settlernents {5.0} {5.3)
Total charge 32.0 35.0"
o/w recognised in operating expenses 27.3 25.4
in finance costs 4.7 9.6

*  o/w €0.8 million related 10 activiries classified in accordance with IFRS 5 in 2006.

In accordance with the oplion offered by 1AS 19, as amended in
December 2004, the Group recognises actuarial gains and losses on
defined benefit plans directly in equity in the year they arise.

In 2006, these actuarial gains and losses were recognised in the amount
of €(5.8) million.

27.3. Actuarial assumptions

Accumulated actuarial gains and losses recognised in shareholders’
equity since January 1, 2004 amount to €30.2 million as of
December 31, 2006.

The main actuarial assumptions used to estimate the Group's obligations are as follows:

sl ) fotall _
kT e BTEE L witZedlS0d P atagidivi BnitedhinddomRLota [Otheg

Discount rate 475% 4.50% 3.00%

2.75% 4.75% 450% 520% 500% 468% 4.74%

Expected rate of return on plan assets 450% 4.75% 4.92%

5.00% 564% 6.23%  524%  7.00%

Expected rate of increase in salaries 2.89% 2.89%

1.71%  2.00% 3.69% 4.36% 3.50% 3.51% 1.89% 2.84%
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NOTE 28. PROVISIONS

frransiatioC honges
Raversi B evertal ATPED- @R

WL ae i 2 N2 00 SR C T o & Vst Gused man tSEsteficiing 12.31.2006
Provisions for restructuring: non-
current 0.8 1.1 0.5) {0.6) 0.1} 0.7 1.4
Provision for claims and litigation:
non-current 9.8 1.8 (5.5) 0.9 1.2 0.2 0.3} 16.3
Other provisions non-current 1221 2.1 {2.7) {0.1) 1.5 0.3 123.2

Other provisions for
contingencies and losses: non-

current 142.7 5.0 (8.7) {1.6) 1.2 1.6 0.7 140.9
Prowvisions for restnucturing:

current 35 04 {1.9) (0.5} 22
Provision for ¢laims and litigation:

current 49.6 219 B.1) (14.1) 08 18.4 70.5
Qther provisions: current 31.9 13.8 {0.9) {5.4) 0.4 39.8

Other provisions for
contingencies and losses:
current 85.0 36.1 (8.2} [19.5) 1.2 17.9 112.5

Other provisions for

contingencies and losses 227.7 41.1 {16.9) {21.1) 1.2 2.8 18.8 253.4
Income Statement impact {41.1) 211 {20.0)
- impact on recurring operating

incorme (10.8) 29 (7.7}
- impact on other nen-recurring

operating income and expenses (13.4) 18.2 4.8
- impact on financial income

- impact on income taxes {12.1) (12.1)
- impact en incoma from

discontinued operations (5.0 (5.0)

Provisions for ¢laims and litigation mainly include employee disputes and litigation with tax authorities in various countries. Other provisions
mainly cover risks relating to vendor warranties.

Reversals of unused provisions mainly concern the settlement of tax disputes and the extinction of vendor warranty risks.
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29.1. Breakdown of borrowings by maturity
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NOTE29. BORROWINGS

[ i ¢ tlfraeg m o NE Vo) b Vel G[:T)T‘@
Long-term borrowings 3,140.7 372.2 208.7 96.0 920.4 843.4
Convertible bonds
Other bonds 2.1182 24 7396 789.9 586.3
Confirmed lines of credit 206.8 110.0 96.8
Other bank borrowings 5456 236.8 49.3 781 114.4 67.0
Obligations under finance leases 110.7 18,5 14.3 6.4 57 67.8
Emplayee profit-sharing 37.0 6.4 B.7 11.5 10.4
Other borrowings 1224 0N 122.3
Short-term borrowings 2,300.4 2300.4
Convertible bonds 149.2 148.2
Other bonds 402.2 402.2
Confirmed linas of credit 51.0 51.0
Draw-downs on unconfirmed lines of credit 113.3 1133
Ciher bank borrowings 130.2 130.2
Chligations under finance leases 259 259
Employee profit-sharing 6.6 6.6
Bank overdrafts 339.8 338.8
Commercial paper 811.2 811.2
Other borrowings 271.0 271.0
Total 5,441.1 2300.4 372.2 908.7 96.0 920.4 843.4
% 42.3% 6.8% 18.7% 1.8% 16.8% 15,5 %
[ BRI Vit e Vol e Ve s |
Long-term borrowings 4,398.9 739.9 1,342.3 818.4 99.3 1,389.0
Convartiple bonds 1.201.3 143.3 1,058.0
Other bonds 2,285.5 402.0 2.4 748.0 1,113.1
Confirmed lings of credit
Other bank borrowings 607.6 135.2 254.1 45.8 75.3 94.2
Obligations under finance leases 149.5 27.7 17.4 9.0 8.4 87.0
Employee profit-sharing 36.5 6.9 7.4 9.6 12.6
Other borrowings 138.5 24.8 3.0 3.0 3.0 104.7
Short-term borrowings 2,480.8 2,480.5
Other bonds 2.1 21
Confirmed lines of credit 192.5 1925
Draw-downs on unconfirmed lines of credit 90.9 90.9
Other bank borrowings 527.9 527.9
Obligations undler finance leases 289 289
Employes profit-sharing 10.4 10.4
Bank overdrafts 4729 472.9
Commercial paper 1,025.2 1,025.2
Other borrowings 130.0 130.0
Total 6,879.7 2,480.8 739.9 1,342.3 B18.4 89.3 1,399.0
Y% 36.1% 10.8% 19.5% 11.9% 1.4% 20.3%
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The application of [AS 32 and [AS 39 as of January 1, 2005 resulted in As of December 31, 2006, bonds, including convertible bonds,
the recognition of the OCEANE bonds issued on November 8, 2001 represenied 49.1% of gross borrowings compared to 50.4% in 2005.
and May 21, 2003 based on their effective interest rate, after allocation

. . . i i e year represented 57.7% of
of the conversion options compenent to shareholders’ equity. Debts with a maturity of more than ane year repr

total gross borrowings as of December 31, 2006, compared to 63.9%
¥ As of December 31, 2006, all gross borrowings are recognised at as of December 31, 2005.
amortised cost based on an effective interest rate taking into account
any identified issue costs and redemption or issue premiums relating
to each liability.

Confirmed lines of credit totalled €5,030.9 million with draw-downs
of €257.8 million at the balance sheet date.

Short-term draw-downs on facilities backed by confirmed lines of

In addition, a fair value adjustment of €16.4 million was recognised \ . ,
) & credit of more than one year are included in long-term debi.

as of December 31, 2006 (€19.2 million as of December 31, 2005} in
respect of borrowings, mainly in the form of bond issues, partially or Accrued interest is recorded in “Other borrowings™

fully hedged under fai dgi ionships.
e Iy hedged under fair value hedging relationships The financing of customer loans contributed €397.7 million to gross

borrowings as of December 31, 2006.

29.2. Breakdown by repayment currency

Long-term Short-term

® Lo & TR 12.31.2006 borrawings borrowings % |pEiagEegos] "% || VARG %,
Eura 4,574.7 2,626.5 1,948.2 84.1% 5.894.1 B5.7% 8.439.7 89.4%
Yen 336.8 158.5 178.3 6.2% 368.8 5.4% 406.0 4.3%
Pound sterling 158.9 156.3 26 2.9% 174.0 2.5% 184.9 2.0%
Swiss franc 116.8 1153 1.3 2.1% 0.4 0.0% 90.5 1.0%
US dollar B6.2 7.7 14.5 1.6% 132.7 1.9% 129.7 1.4%
CFA franc 72.2 36 68.6 1.3% 8.7 1.3% 101.6 1.1%

. Cther currencies 95.7 88 86.9 1.8% 221.0 3.2% 801 0.8%
Total 5,441.1 3,140.7 2300.4 6,879.7 9,432.5
Borrowings denominated in currencies other than the euro are subsidiaries, mainly American, through hedging transactions largely
distributed to Group subsidiaries for local financing purposes. in the form of currency swaps. As of December 31, 2006, these hedges

ted to €300.2 million based on the year-end exchange rates.
A portion of the euro borrowings is used to hedge assets and liabilities amountec 1o miffion based on the year-¢n &

arising from acquisitions outside of the Euro zone ot to refinance
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29.3. Breakdown of gross borrowings by category
PPR Group gross borrowings break downs as follows:
Lo cramg | 12.31.2006 AL A DG 00 WA
® Convertiols bonds 149.2 12013 1,168.7 1,228.7
Cther bonds 2,520.4 2,267.6 2.818.2 27926
Qther bank bormrowings 675.8 1,1355 876.3 876.0
| Confirmed lines of credit 257.8 1925 2.201.9 2,2019
- Draw-downs on uncenfirmed lnes of credit 113.3 90.9 136.2 136.2
| Cormmercial paper 811.2 1,025.2 1,3079 1,310.3
. Obligations under finance leases 136.6 178.4 196.7 186.7
Employee profit-sharing 436 459 39.2 39.2
Bank overdratts 339.8 472.9 255.5 243.4
Other borrowings 393.4 268.5 561.9 407.5
Total 5,441.1 6,879.7 9,552.5 9,432.5
Group borrowings primarily consist of bonds, bank borrowings, draw- As of December 31, 2006, other borrowings include €266.0 millien
. downs on confirmed lines of credit and commercial paper issues, which with respect to put options granted to minority shareholders
account for 88.4% of gross borrowings as of December 31, 2006. (Note 2.9).
®
L
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29.4. Bond issues

BONDS CONVERTIBLE, EXCHANGEABLE OR REDEEMABLE IN SHARES ISSUED BY PPR

{in € million)

kenre  Hicsnze oL

ol BRI st oo o Ry WRILADD GIT Ak R A
it s T
.h.ojﬂi
Eunbor 1 month
floating rate swap in
149,200 1&23" s72% 11082001  fesmowl 01012007 149.2 143.3 1376 149.2
Nol documnentad
under IFRS
MNomnal redemption
107957 20%  ga6%  05.21.2008 Eaﬁ,‘;‘ll,fm"ﬁim 10680  1,021.1 10795
10.30.20068

(1) Issue price: bonds convertible inlp new shares and/or exchangeable (QCEANE) issued on November 8, 2001, for €1,380,000,050, represenied by 8,492,308 bonds with a face value

of €162.50.

Conversien and/for exchange for skares: unti] December 31, 2001 on the basis of 1,157 shares per bond, and as of January 1, 2002 on the basis of ane share per bord,

Normal redemption; in full on Junuary 1, 2007 at o price of €162.50.
Actuarial gross yield to maturity of uncenverted bonds: 1.5%.

The balance of 918,225 bonds outstanding as of Decernber 31, 2006 reflecis:
- the conversion of 3,077,000 bonds by Artémis in 2001,

- the buyback of 107,422 bonds for €17.456,075 in 2002,

- the buyback of 17,609 bonds for €2,861,462.50 in 2003,

- the early redemprion, after the exercise of the investor Put in 2003, of 4,285,376 bonds for €696,373,600,
« the early redemprion, after the exercise of the investor Put in 2004, of 86,603 bonds for €14,072,987.50.
Issue swap: the OCEANE issue was swapped in the amount of €149.2 million in order to swirch from a fixed rare to a floating raze and to set the maturity. Hedge documentation

has not been established for this swap pursuane 10 [AS 39,
This convertibie bond issue was repaid in cash on January I, 2007,

{2} Issue of bonds convertible into new shares and/or exchangeable (OCEANE) issued on May 21, 2003 represented by 12,500,000 bonds with a face value of €86.36.

Conversion and/or exchange for shares: at any time from May 21, 2003 on the basis of one share for one bond,

Normal redemption; the bonds will be fidlly redeemed on January 1, 2008 a2 a price of €91,14 per bond, i.e. approximately 105.535% of the bonds' face vaiue.

Actuarial grass yield 1o maturity of unconversed bonds: 3.6250%.

PPR decided 1o proceed with the early redemption of all bonds sutstanding on October 30, 2006 at @ price of €89.84 per band plus the interest accrued since fanuary 1, 2006 fora
total price of €91.62635 per bond. Bondhelders could choose between a redemption for cash or an exchange for PPR shares (one (1) PPR share for one {1) bond exchanged),

In 2006, bondholders exercised their share allotmrents rights for 12,489,018 bonds.

Given the treasury share hedges in place, this transaction gave rise to the creation of 8,333,106 new shares.
The balance, i.c. 10,982 bonds, was redeemed in cash on October 30, 2006 ar a price of €91.62635 including accrued interest,

Asof December 31, 2006, alf bonds were redeemed through conversion or cash.

Pursuant to the IFRS transition, the Group retrospectively calculated
the “financial liability” and “equity” components of these two hybrid
instruments at the issue date, and deduced the value of the bend
component to be recognised as of January 1, 2005.

The amounts recognised in the balance sheet as of January 1, 2005 have
been determined using amortised cost accounting rules based on the
effective interest rate, after taking into account the equity component
and the reallocation of issue costs and redemption premiums.

[erurom 12.31.2006 PLEF AT @90 203D |
Face value of convertible bonds 149.2 1,228.7 1,228.7
Equity component (convarsion option) (25.4) {120.9) (120.9)
Debt component (EIR adjustment) 25.4 93.5 50.9
Amortised cost at the balance sheet date,
excluding accrued interast 149.2 1,201.3 1,158.7
These amounts are presented before deferred tax.
Accrued interest is recorded in “Other borrowings”.
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BONDS ISSUED BY PPR All borrowings benefit from the PPR Group rating awarded by
The Group has a EMTN (Euro Medium-Term Note) programme with Standard & Poor's, which is to say “BBB-" with a s1able outlook.
a ceiling of €4,000 million at the balance sheet date,

As of December 31, 2006, bonds issued under this programme totalled

€2,550 million.
T W G e ep— ,,
HM hntercs NG BTN seiekd ateliiaonat oCcamen oMVt L TYII 12.31.2006 EoXE00 SO NP2 00 SEREZEE200 3
At FA1E) At Rl
Euribor 3 month
ﬂo_ating rate swap
7500M  5.00%fixed 520% 07.232003  ntheamount 44535609  737.3 745.7 749.0 750.0
of €500 rmillicn
Docunanted
wnder IFRS
Euribor 3 month
floating rate swap
in the amount of
800.0% 528%fxed 5.34%  03.29.2004 €850 milion 03202011 789.9 8147 B14.1 800.0
Documented
vnader IFRS
Euribor
400.0° %o”;‘t’;g‘ . 10.22.2004 . 1022.2007  399.9 399.7 3996 400.0
+0.50%
4.08% & 06.29.2005& ) 3
600.0%  4.00%fixed o s o008 - 01.29.2013  586.3 298.4

(1) Bond issue on July 23, 2003, represented by 750,000 bonds with u firce value of €1,000 as part of the EMTN program,
Redemption: in full on January 23, 2009.

(2) Bond issue, represented by 800,000 bonds with a face value of €1,000 as part of the EMTN program, comprising 650,000 bonds issued on March 29, 2004 and 150,000 additional
bonds issued on July 23, 2004
Redemptions: in full om March 29, 2011.

{3) Bond issue on October 22, 2004, represented by 400,000 bonds with a face value of €1,000 as part of the EMTN program.
Redemprion: in full on Ocrober 22, 2067.

(4) Bond issue, represented by 600,000 bonds with a face value of €1,000 as part of the EMTN program, comprising 300,000 bords issued on June 29, 2005 and 300,000 additional
bonds issued on June 19, 2006.
Redemprion: in full on January 29, 2013,

The amounts recognised in the balance sheet as of January 1, 2005 have been determined using amortised cost accounting rules based on the
effective interest rate and the fair value adjustment generated by the hedging relationship documented pursuant to application of 1AS 39.

Accrued interest is recorded in “Other borrowings”
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29.5. Main long and medium-term borrowings and confirmed lines of credit
29.5.1. Brealkdown of main long and medium-term borrowings
The Group has the following borrowings:

LONG AND MEDIUM-TERM BORROWINGS CONTRACTED BY PPR FINANCE SNC
{in € million)

. . e
(e Jesiic) EfteCtv I ; I v K 2 e ;
valliclnteresHenteliliaxivatel HesyaldatcncnzdocUlnenteclilNV G oty Il 12.31.2006 BEXID00SIONOIZC0 SN 23 #2003

ficdoe;
Euribor 3 month
Euribor 3 floating rate swap
52.6 month floating - 06.16.1998 fortheentireissus  06.16.2010 52.6 52.6 52.6 528
+0.40% Documnented
ungior IFRS
306 545%fied  5.46%  06.16.1998 06.16.2006 30.6 30.6 30.6
8.1 5.46%fixed  5.46%  06.16.1998 06.16.2006 9.1 9.1 9.1
91 5.50%fixed  5.50%  06.15.1988 06.16.2006 9.1 9.1 9.1
Euribor 3 month
floating rate swap
15.2 5.20% fixed  520% 09.35.1998 for the entireissue  09.15.2006 15.5 15.9 15.2
Documented
undor IFRS
50.3 530%fixed  5.30%  12.01.1988 12.01.2006 50.3 50.3 50.3
Euribor 3 month
floating rate swap
17.5 539%fixed 5.39% 12.01.1988 fortheentiraissue 12.01.2006 17.9 18.4 17.5
Documented
undeor FRS
Euribor 3
170.0  month floating - 09.25.2001 . 09.25.2006 170.0 170.0 170.0
+0.60%
Euribor 3
50.0 month floating - 12.15.2008 12.15.201 50.0 - - -
+0.20%
The amounts recognised in the balance sheet as of January 1, 2005 by the hedging relationship documented pursuant to application of
have been determined using amortised cost accounting rules based 1AS 39,

on the effective interest rate and the fair value adjustment generated . . - N
Accrued interest is recorded in “Other borrowings”

LONG AND MEDIUM-TERM BORROWINGS CONTRACTED BY REDCATS FINANCE UK

{in € million)
[— e - DoCtingntecy
Fenre ey Eftectiv < ¥ete OoLe : o B eE L G e P
U e mhi"](-}{l B wlE i5silefdatle AL, Ry PLIF ADDE 3V.0F AR AR A
Faie AEsl
Market rate
160.8w floating - 10.28.2003 - 10.28.2008 1428 1541 150.3 150.3
+0.42%

(1) Securitisation set up by Redeats Finance UK in the amount of £108 million (€160.8 million). The amount used as of December 31, 2006 is £95.9 million (€142.8 million).
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LONG AND MEDIUM-TERM BORROWINGS CONTRACTED BY GUCCIGROUP

in € million)
[ Eore B e (g)-m?}gxﬁaiw
FETHE S tIVE I S AR Rl A e BN 5] 03 g A
B ‘m;r;rf P e Ll 7 WHAR G A WEK A
o fledag)
USD Libor
38.0m floating - (8.08.2003 - 08.,15.2013 266 338 33.0 33.0
+1.00%
Euribor
3508 floating - 03.29.2004 06.30.2014 33.0 35.0 35.0 35.0
+0.70%
JPY Tibor
54.20 floating - 09.15.2006 - 09.15.2011 54.2 - - -
+0.35%

(1) Redeemable loan cortracted by Gueei America Inc. in the amounr of US§50 million (€38 million); the ourstanding balanice on this loan as of December 31, 2005 is US$35 million

(€26.6 million).
(2) Loan redeerable as of 2006 initially contracred for €35 million,

(3) Redeemable loan contracted in December 2006 for 8,500 million yen (€54.2 mitlion).

29.5.2, Confirmed lines of credit

As of December 31, 2006, the Group had access to confirmed lines
of credit of €5,030.9 million, compared to €5,105.6 million as of
December 31, 2005.

29.5.3. Breakdown of confirmed lines of credit

The undrawn balance on these confirmed lines of credit as of
December 31,2006 was €4,773.1 million, compared to €4,913.1 million
as of December 31, 2005.

The unused confirmed lines of credit back the commercial paper issue
programme, which represented total outstandings of €811.2 million
as of December 31, 2006, compared to €1,025.2 million as of
December 31, 2005.

PPRAND PPR FINANCE SNC: €4,611 million with the following maturities:

IMattEinGE | NS G thg Golinfoal Wmﬁﬁ%@m@ )
G AR tRantonalyaan (oKVETy ear YRt ha nitivelvaars) 22005 {1 2K 2008
Confirmed lines
of credit 4611.0 15.0 2,300.0 2,287.0 4611.0 4.775.0

Confirmed lines of credit include the syndicated revolving credit
facility of €2,750 million secured in March 2005.

This credit facility has a S-year term and two options for extending
the maturity. Upon the initial request, €2,287 million was extended

to March 2012, and €268 million to March 2011. The March 2010
maturity is retained for €195 million.

CONFIRMED LINES OF CREDIT: €419.9 million with the following maturities:

- IMETGDof Bl o< SN thonds (on eSV F ug gl Eno Ce)

R AT 12.31.2006 REaRonaly ol folfivelyess! s (e perees 2005 i P2 004

Redcats®™ 197.6 140.7 56.9 283.8 128.5

Gued Group NV @ 222.3 113.8 108.5 210.8 516.5
419.9 254.5 165.4 494 6 645.0

{1) Redcats: of which US$75 million (€56.9 million) and 1,272 million in Swedish krona (€140.7 miliion).
(2) Guicei Group NV: including CHF150 million (€93.3 million}, JPY17,850 million (€113.8 million) and US$20 million (€15.2 million).

The Group's confirmed lines of ¢redit are subject to the standard
commitment and default ¢lauses customarily incleded in this type of
agreement;: pari passu, negative pledge and cross default.

PPR and PPR Finance SNC confirmed lines of credit comprise a
default clause {early repayment) in the event of failure to satisfy the
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Consolidated EBITDA less than or equal to 3.75.
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NOTE 30.
AND EQUITY RISK

EXPOSURE TO FOREIGN EXCHANGE, INTEREST RATE

‘The Group uses derivative financial instruments to manage its exposure to market risks.

The following derivative financial instruments were used by the Group as of December 31, 2006.

30.1. Exposure to interest rate risk

In order to manage interest rate risk on financial assets and liabilities, and particularly borrowings, the PPR Group uses instruments with the

following outstanding notional amounts:

Vel k) St Voo GIOEEE  ALRATS |

Swaps: fixed rate lender 1.869.8 719.5 G3 500.0 650.0 23117
Swaps: fixed rate borrower 118.8 69.1 497 306.2
Purchase of collars 42.4
Purchase of caps 975.0 725.0 250.0 1,025.0
Other interest rate instruments (1) 58.7 6.1 52.6 58.7
Total 3,022.3 1,519.7 300.0 500.0 52.6 650.0 3,744.7

(1} trcluding floating/floating rate swaps.

As part of the Group's sirategy to hedge interest rate exposure, these
instruments are designed to:

@ convert fixed-rate bonds into floating-rate debt: the Group entered
into inlerest rate swaps as a fixed-rate lender in the amount of
€1,150.0 million to hedge PPR bond issues;

o convert fixed-rate negotiable debt securities, loans and credit-line
draw-downs to floating rates: the Group entered into interest rate
swaps as a fixed-rate lender in the amount of €561.7 millien;

o set the rate of floating-rate borrowings: the Group entered into
interest rate swaps as a fixed-rate borrower in the amount of
€109.9 million;

® manage interest-rate risk on borrowings via option transactions;
the Group entered into swaps in the amount of €975.0 millien.

On behalf of Finaref, prior to its disposal, PPR entered into interest
rate swaps representing an outstanding nominal amount of only
€11.9 million as of December 31, 2006, compared with €41.3 million
as of December 31, 2005. These swaps were symmetrically hedged
with leading bank counterparties.

Pursuant to application of 1AS 39, these financial instruments were
analysed with respect to hedge accounting eligibility criteria.

As of December 31, 2006, documented and non-documented financial instruments were as follows:

Eedoe

pelationshily

.ol R Eoidvalntibe dyelRC astN IOWINE GO el o documegtsd

Swaps: fixed rate lender 1,860.8 1,150.0 719.8

Swaps: fixed rate borrower 118.8 108.9 89
Purchase of collars

Purchase of caps Q75.0 975.0

Other interest rate instruments 58.7 58.7

Total 3,022.3 1,150.0 109.9 1,762.4

These interest rate derivative instruments are recognised in the balance
sheet at their year-end market value.

The accounting treatment of fair value movements depends on the
purpose of the derivative instrument and the resulting accounting
classification.

In the case of interest rate derivative instruments designated as fair
value hedges, fair value movements are recognised in net income of the
period, offsetting in full or in part the revaluation of the hedged debt.

The ineffective portion of the fair value hedge impacts finance costs
for the period.

As of December 31, 2006, fair value hedges concerned fixed-rate
bonds issued by the Group in july 2003 and March 2004 and hedged
by interest rate swaps in the nominal amount of €500 million and
€650 miltion, respectively.
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In the case of interest rate derivative instruments designated as cash
flow hedges, the effective portion of the fair value movement is initially
recognised in equity and reclassified in net income when the hedged
position affects net income.

The ineffective portion of the fair value hedge impacts finance costs
for the period.

As of December 31, 2006, cash flow hedges concern borrowings
issued in Japanese yen and hedged in the amount of JPY17.25 billion
(€109.9 million).

Fair value movements in respect of non-documented derivative
instruments are recognised directly in net income, with an impact
on finance costs for the period.

As of December 31, 2006, these derivative instruments that did not
qualify for hedge accounting under IAS 39 criteria primarily comprised
optional instruments in the form of caps and collars, negotiated to
hedge revolving floating-rate financing.

Before management, the Group’s exposure to interest rate risk is presented below, with a distinction made between the following:

© fixed-rate financial assets and liabilities, exposed to a price risk before management:

[ 12.31.2006 AT A BFAS  RIATIN
T TR (ONE G} MoreRiag
L.r« T o i G Vil Qe ERS ibvelvears]
Fixed-rate financial assets 317.4 294.1 8.7 13.6 673.5 3,247.1
Bonds 2,269.7 151.5 1,531.9 586.3 3,069.2 35146
Commercial paper 5857 585.7 859.2 938.0
Other borrowings 200.0 154.1 53.8 1.1 506.9 716.7
Fixed-rate financial liabilities 3.064.4 891.3 1,585.7 587.4 4,435.3 5,169.3
% floating-rate financial assets and liabilities exposed to a cash flow risk before management:
12.31.2006 Pa06imatuntiest i R85 5]
FCSSRRA T Onelic] Moresthan)
wor 2 wirlfivmney [onalvenn Kvelyaars) fivalvears]
Floating-rate financlal assats 1,358.0 1,344.4 0.9 12.7 2,067.2 2,160.2
Bonds 399.9 399.9 399.7 506.7
Commercial paper 2255 2255 166.0 3723
Other borrowings 1,751.3 783.7 711.6 256.0 1,878.7 3,.384.2
Floating-rate financial Habilities 2,376.7 1,409.1 7116 256.0 2,444.4 4,263.2

After management, and taking into account the above hedging transactions, the Group's exposure to interest rate risk is presented below, with

a distinction made between the following:

@ fixed-rate financial assets and liabilities exposed to a price risk after management:

D 12.31.2008 D TS MOLATE A A
| Fecihe @ 9 [Marchifian
[ v e alyaad fivelyeurd [flvelyears)
Fixed-rat-e financial assets 317.4 294.1 9.7 13.6 673.5 3,2471
Bonds 993.3 2.3 404.7 586.3 2,665.5 1,560.5
Commercial paper 874.0 674.0 246.6 66.0
Other borrawings 643.9 289.7 3531 1.1 580.9 1,548.0
Fixed-rate financial liabilities 2,311.2 968.0 757.8 587.4 3,493.0 3,174.5
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% floating-rate financial assets and liabilities exposed 1o a cash flow risk after management:

PPO0GRTALLG e [ 2F 85005 B2 0G0 4]

R R (Onelic IMoralihizol

IR R A f(Velveard) fivelveasis
Floating-rate financial assets 1,358.0 1,344.4 0.9 12.7 2,067.2 2,160.2
Bonds 1.676.3 549.1 1,127.2 803.4 2.460.8
Commercial paper 137.2 137.2 7786 1,244.3
Other borrowings 1.316.4 548.1 412.3 256.0 1,804,7 2,552.9
Floating-rate financia) llabilities 3,129.9 1,334.4 1,539.5 256.0 3,386.7 6,258.0

Financial assets and liabilities consist of interest-bearing balance sheet adjustments in respect of derivalive instruments not qualifying for
iterns. hedge accounting.

Based on year-end market data, interest rate instruments not qualifying
for hedge accounting would have a negative impact on finance costs
of €04 million in the event of a 1% decrease in interest rates and
a positive impact of €7.5 million in the event of a 1% increase in
interest rates.

Given this breakdown between fixed-rate and floating-rate assets and
liabilities after the impact of derivative instruments, a 1% increase or
decrease in interest rates would have a full-year impact of €24.6 million
on Group consolidated net income before tax, excluding fair value

The breakdown of gross debt by type of rate before and after hedging transactions is as follows:

Eetorahedig) JAttedhedaing;

B situgeral LAy atel EloatingEratel xedYrate] Bloatingiratel
Gross debt 5441.1 3,064.4 2,376.7 23112 3,129.9
% 56.3% 43.7% 42.5% E57.5%

fe G g s E Blostngtiatel ) xediratel Gloatingfratel
Gross debt 8,875.7 4,435.3 2,444.4 3,493.0 3,386.7
% 64.5% 35.5% 50.8% 49.2%

Beforathedding] afteghedqing|

G i bxcclatel loatingzeatel b xXectrate] gloatingtratel
Gross debt 9,432.5 5,169.3 4,263.2 3,174.5 §,258.0
% 54.8% 45.2% 33.7% 65.3%

30.2. Exposure to foreign exchange risk

PPR Group uses instruments with the following outstanding notional amounts to manage foreign exchange risk:

[ e (4 #finnes ],

12.31.2006 TRERLTID

Currency forwards and currency swaps (1,255.4) (1,058.3)
Currency options - tunnels (253.3) (454.3)
Purchased currency options 257.3 168.7
Sold currency options [7.4) (8.5)
Total {1,258.8) {1,352.4)

The Group primarily uses forward currency contracts and/or currency
swaps to hedge commercial import/export risks and to hedge the
financial risks stemming in particular from inter-company refinancing
transactions in foreign currencies.

The Group can also be required to implement simple options strategies
(purchase of options or tunnels} to hedge future exposures.

Pursuant to application of [AS 39, these financial instruments were
analysed with respect to hedge accounting eligibility criteria.
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As of December 31, 2006, documented and non-documented financial instruments were as follows:

2o ittt | 12312000 JESG BT EED BIRD) KIS
Cash flow hedge
Forward purchases & forward purchase swaps 486.8 25.2 5.8 289
. Forward sales & forward sale swaps {940.4) {24.4) (22.7) (213.68 (75.1)
Currency options - purchases of export tunnels {253.3)
Fair value hedge
Forward purchases & forward purchase swaps 195.8 11.3 0.7 8.0 52
Forward sales & forward sale swaps {609.3) (135.0) {11.1) {98.0) (15.4)
Not documented
. Forward purchases & forward purchase swaps 62.0 01 85 1.3 3.5
Forward sales & forward sale swaps {454.3) {11.9 7.3) (45.2) 0.1} {32.5)
Cumrency oplions - purchases 257.3 7.9 0B 32.5 87
Currgncy options - sales {7.4) (1.7}
Maturity
Less than one year
Farward purchases & forward purchase swaps 7475 11.4 34.2 15.1 36.7
. Forward sales & forward sale swaps {1,993.6) (169.8) {41.1) (349.1) {80.6) {32.5)
Currency options - purchases of export iunnels 232.3)
Currancy oplions - purchases 2479 7.9 08 325 8.7
Currency options - sales 7.4) (1.7
More than one year
Farward purchases & forward purchase swaps 1.1 0.2 0.9
Forward sales & torward sale swaps {10.4} (1.3} 7.7
| Cumrency options - purchases of export tunnels {21.0}
Currency options - purchases 9.4

Currency options - sales

Certain foreign exchange derivatives managed for hedging purposes
are not documented in connection with IAS 39 hedge accounting and,
as such, are recorded as derivative instruments, with movements in
their fair value impacting finance costs.

Foreign exchange derivative instruments are recognised in the balance
sheet at their year-end market value.

® Derivatives qualifying as cash flow hedges are used to hedge highly
probable future flows (not yet recognised) based on a budget for the

current budget period (season or catalogue, quarter, half-year, etc.)
or certain future flows not yet recognised (firm orders).

Derivatives qualifying as fair value hedges are used to hedge items
recognised in the Group balance sheet at the year-end or certain futute
flows not yet recognised (firm orders). These hedges mainly concern
the Luxury Goods Division in the case of balance sheet items and
certain Retail Division brands in the case of firm commitments.

These derivatives mainly hedge balance sheet items and future flows
which de not satisfy the “highly probable” criteria required by IAS 39.

Based on year-end market data, foreign exchange instruments not
qualifying for hedge accounting would have an impact of €0.1 million on
finance costs in the event of a 1% change in foreign exchange rates.

As of December 31, 2006, the exposure to foreign exchange risk on the balance sheet is as follows:

[ e amtiarn 12.31.2006 [JERS ) @ (T IR
Money market assets 1,397.9 185.8 123 183.0 205 32.2
Money market liabilities 993.9) (127.8} {32.2) {163.2) {8.7)

Group exposure in the batance sheet

(befora hedging) 404.0 58.0 (19.9) (10.2} 11.8 32.2
Group exposure in the balance sheet

{after hedging) {328.0) {77.3) (23.6) {104.0) 5.0 0.1

Monetary assets comprise loans and receivables, bank balances,
investments and cash equivalents with a maturity of less than three
months at the acquisition date.
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Monetary liabilities comprise borrowings, operating payables and
other payables.
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| 22.1 09 403.2 0.7 7728
@ (17.0) (42.8) (21.8) 197.3) (476.4} (19.6) (1243.6)
(2563.3) {454.3)
104.4 1.9 15 63.6 32 180.8
(54.5) (3.5) {3.4) ©69.4) {19.0) {738.9)
® 0.2 ar .8 0.6 132.2
(15.5) {20.4) (312.9) @.3) {161.8)
12.2 77 187.5 168.7
{2.4) (3.3} 8.5)
126.7 1.9 0.9 15 514.6 45 10836
® (54.5) {20.5) (58.3) (20.4) ©0.1) {30.7) {1,058.1) @47.9) {2,129.4)
232.3) {395.5)
9.3 77 181.0 1626
12.4) 3.3 8.5)
2.2
(1.9) 147
@ 21.0 (58.8)
29 65 6.1
o
o
o PEV e RoR A &A% D UKD @ R AT TROLATS
58.0 35 1.4 202 6.1 115 B29.9 3.5 1,272.7 510.0
® 4035 (1.9) 0.2 (14.7) (a.4) {295.0) (12.3) (1.002.7) (800.1)
(3455 16 1.2 20.2 (8.6) 7.1 604.9 512 2700 {2080.1)
{295.7) 1.2 (8.5) 5.2 1338 357 {335.9) {418.3)
@
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30.3. Exposure to equity risk

In the normal course of its business, PPR only enters into transactions
involving shares in consolidated companies or shares issued by
PPR.

Shares held in connection with non-consolidated investments
represent a low exposure risk for the Group and are not hedged.

As of December 31, 2006, no equity risk hedging transaction had been
recognised as a derivative instrument pursuant to the application of
IAS 39.

30.4. Other market risks — Credit risk

The Group uses derivative instruments solely to reduce its overall
exposure to foreign exchange, interest rate and equity risk arising in
the normal course of business. All transactions involving derivatives
are carried out on organised markets or over the counter with leading
firms and do not carry any counterparty risk.

Consolidated financial staternents for the year ended Decemtber 31, 2006

The Group has a large number of customers in a wide range of
business segments and is therefore not exposed to any concentration
of credit risk on its receivables. Generally, the Group considers that
it is not exposed to any specific credit risk.

30.5. Derivative instruments at market value

As of December 31, 2006, and in accordance with [AS 39, the market
value of derivative financial instruments is recognised in balance sheet
assets under the headings “Non-current financial assets” and “Other
current financial assets” and in balance sheet liabilities under the
headings “Other non-current financial liabilities and “Other current
financial liabilities".

The fair vatue of derivatives hedging interest rate risks is recognised in
non-current or current assets or liabilities depending on the maturity
of the underlying debt to which they are allocated.

The fair value of foreign exchange derivatives is recognised in other

m T e

[nterastiate
bkl xchangaltisy

current financial assets or liabilities.
[Bore gnilOedna ol
0402005

15 K SR 2 E 338200 5
Derivative assets 98.9 44.7 54.2 113.8 200.4
Non-current 271 271 65.3 69.1
At fair vatue through the Income Statement 0.5 0.5 0.7 4.0
Cash flow hedges
Fair value hedges 25.6 26.6 64.6 65.1
Current 71.8 17.6 54.2 48.5 131.3
At fair value through the Income Statement 24.7 176 7.4 204 46.6
Cash flow hedges 43.0 430 251 58.9
Fair value hedges 4.1 4.1 3.0 257
Derivative liabilities 39.6 1.7 21.9 15.7 0.9
Non-current 18 2.0
Derivative liabilities - at fair value through the
Income Statement 18 20
Derivative liabilities - cash flow hedges
Derivative liabilities - fair value hedges
Current 39.6 17 279 139 88.9
Derivative liabilities - at fair value through the
Income Statemeant 12.5 1.7 0.8 99 394
Derivative liabiliies - cash flow hedges 201 20.% 0.8 447
Derivative liahilities - fair value hedges 7.0 7.0 3.2 4.8
Total 58.3 33.0 26.3 98.1 109.5

Derivatives qualifying for fair value hedge accounting mainly hedge
long-term debt issued in the form of bonds and are presented in
balance sheet assets in the amount of €26.6 million as of December 31,
2006 and €65.5 million as of December 31, 2005.
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The effective portion of derivatives hedging future cash flows is
recorded by offsetting against shareholders’ equity.
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Consolidated financial statements for the year ended December 31, 2006

Based on year-end data, movements in the cash flow hedge reserve during 2006 were as follows:

oleqahitvihotders

" e ofgttie areu

. Cash flow reserve as of December 31. 2005 4.9
Transler from the cash ow reserve to the Income Staternenit 33.7

Fair value movements {5.5)

Cash flow reserve as of December 31. 2008 33.1

These amounts are presented before deferred tax.

NOTE 31.

Group net financial indebtedness breaks down as follows:

NET FINANCIAL INDEBTEDNESS

[ o am | 12.31.2000 IR A2
Gross borrowings excluding the financing of customer loans 5,043.4 6,463.1 9,133.4 9,013.4
Fair value hedging derivative instrumeants (interast rate) (26.6) (65.5) (86.8)

Cash and cash equivalents {1,555.6) {1,813.2} {3,862.8) {4,288.1)
Mgt financlal indebtedness 34612 4,584.4 5,183.8 4,725.3

As of December 31, 2004, “Cash and cash equivalents” includes short-term receivables on divestments of €2,181.8 million (Note 25),
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NOTE 32. MARKET VALUE OF FINANCIAL INSTRUMENTS

The market values of most of the Group's financial instruments are based on estimates, except for investments in non-consolidated listed
companies, marketable securities and listed bonds, which are recorded on the basis of their last known price as of December 31, 2006,

12.31.2006 k1 2¥ 3000 5) ROXLIF2004
Net et et

carrying Carey:ng M arke EENC A TEvinG Pisiket
LG e amount 3ol enffre [atniatg WA
Assets
MNon-current financial assets - available for sale 37.8 37.8 4a0.7 40.7 736 736
Non-current financial assets - amortised cost 151.1 151.1 134.8 134.8 167.6 167.6
Non-current financial assets - derivative assels 271 27.1 65.3 65.3
Other current financial assets - derivative assets 71.8 71.8 485 48.5
Cash and cash equivalents 1.555.6 1.565.6 1,813.2 1,813.2 4,288.1 4,219.1
Liabilities
Convertitle bonds 149.2 150.6 1,201.3 1,426.9 1,228.7 1.337.0
Other bonds 2.520.4 2,559.2 2,267.6 2,345.8 2,7926 2,883.1
Other bank borrowings 675.8 6758 1,135.5 1,137.3 876.0 880.4
Confimed lines of credit 257.8 257.8 192.5 192.5 22019 2,201.9
Draw downs on unconfirmed lines of credit 113.3 113.3 909 390.9 136.2 136.2
Cormmercial paper 811.2 811.2 1,025.2 1,025.2 1,310.3 1,310.3
Obligations under finance leases 136.6 136.6 178.4 178.4 196.7 196.7
Employee profit-sharing 43.6 43.6 46.9 46.9 39.2 39.2
Bank overdrafis 339.8 3358 4729 4729 243.4 243.4
Other borrawings 393.4 3934 268.5 268.5 407.5 407.5
Qther non-current financial liabilities - derivative liabilities 1.8 18
Qther current financial liabilities - derivative liablities 39.6 39.6 13.9 13.9

The following methods were used:
+ Financial instruments other than derivatives recorded in balance sheet assets

Net carrying amounts are based on reasonable estimnates of market value, with the exception of listed marketable securities and investments in
non-consolidated companies, whose market value was determined based on the last known stock market price as of December 31, 2006 for the
securities listed. Non-current financial assets are described in Note 21,

< Financial instruments other than derivatives recorded in balance sheet liabilities
The market value of tisted bonds was determined on the basis of the last stock market price at the balance sheet date.

For other borrowings, the market value was calculated using other valuation metheds, such as discounted cash flow, taking into account the
Group’s credit risk and interest rate conditions at the balance sheet date.

& Derivative financial instruments

The market value was provided by the financial institutions involved in the transactions or caleulated using standard valuation methods that
incorporate market conditions at the balance sheet date.
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FINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

NOTE 33. CASH FLOW STATEMENT

Cash and cash equivalents, net of bank overdrafts, is €1,215.8 million as of December 31, 2006 and corresponds to the amount of cash and cash
equivalents presented in the cash flow statement.

[ v [l 1231200 G R 0
Cash and cash equivalents per tha balance sheet 1,555.6 1,813.2 3,862.8 4,288.1
Bank overdrafts (339 .8) {472.9) (255.4) {243.4}
Cash and cash equivalents per the cash flow statement 1,215.8 1,340.3 3,607.4 4,044.7

As of December 31, 2004, “Cash and cash equivalents” includes short-term receivables on divestments of €2,181.8 million {Note 25).

33.1. Cash from operating activities

Cash flow from operating activities breaks down as follows:

Net income from continuing operations 726.7 5747 563.8
Net racurring charges to depreciation, amortisation and provisions on non-

curran! operating assets 3585.5 348.2 364.4
Caleulated charges on share options and equivalent 4.7 4.5 6.7
Impairmant logses on non-current operating assets 2.5 57.7 147.5
Net proceeds on asset disposals. net of tax {142.0) {75.9) (221.6)
Net proceeds on treasury shares 0.0 00 8.5
Income/(expenses) in respect of fair value movements 62.1 30.5 0.0
Deferred tax 2.8 (55.5) 92.1
Sharas in sarnings of associates 2.2) (3.4 {14.4}
Dividends received from associates 1.8 54 4.5
Other non-cash income and expenses 79.9 14.6 2.8
Cash flow from operating operations 1,113.2 900.8 954.3

33.2, Acquisitions and disposals of property, plant and equipment and intangible assets

Net purchases of property, plant and equipment and intangible assets break down as follows:

(o v | 12.31.2006 | AR AR 2F PR |

Retail Division {208.2) {196.4) (204.2)
Luxury Goods Division (150.2) (112.8) {135.5)
Holding companies and other 16.0 (2.9) (3.7}
Total (342.4) {312.1) {343.4)

Purchases of property, plant and equipment under finasnce leases totalled €3.0 million in 2006 (€3.0 million in 2005 and €6.3 million in 2004).
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33.3. Acquisitions and disposals of subsidiaries

Acquisitions of subsidiaries. net of cash acquired {295.1) (68.6) (2,688.0)
Proceeds from disposals of subsiciiaries. net of cash transferred 168.6 3.1 2,305.5
Total {126.5) (65.5) {382.5)

For 2006, subsidiary acquisitions primarily concern The Sportsman's
Guide and the minority interests of Sodice Expansion (Note 4).
Disposals essentially comprise Printemps and Orcanta {(Note 4) less
tax payments on the capital gains arising from the disposals of Rexel,
Finaref and Facet.

For 2005, subsidiary acquisitions primarily concern minority interests
in certain Group companies. Disposals mainly concerned the sale of
the Group's remaining interest in Facet for €87.2 million, the sale of
MobilePlanet for €2.1 million and tax payments on the capital gains
and expenses arising from the 2004 disposals.

33.4. Treasury share transactions

For 2006, the impact of acquisitions or disposals of treasury shares
represents:

@ the net acquisition of 244,548 PPR treasury shares for

€16.5 million;

the purchase of 2,635,911 PPR share purchase options in order
to hedge employee stock eption plans (1,480,000 options) and
05/03-01/08] 2.5% PPR OCEANE bonds (1,155,911 options) for
€17.2 million in premiums;

the cost of the partial hedge (4,155,911 shares} of the 05/03-01/081
2.5% PPR QCEANE bonds for €31.8 million.

33.5. Debt issues and redemptions

Debt issues primarily concern the €300 million contribution, on
June 7, 2006, to the bond tranche maturing on January 29, 2013 and
bearing interest at 4%.

Debt redemptions primarily include:

@ the February 6, 2006 redemption of the €125.0 million borrowing

issued on February 6, 2004;

the early redemption, in October 2006, of the 05/03-01/08| 2.5%
PPR OCEANE bonds for €1,079.5 million;

the redemption of various medium and long-term borrowings
contracted by PPR Finance SNC for €302.5 million,

NOTE 34,
NOT RECOGNISED AND RISKS

34.1. Mandatory withdrawal of Gucci shares

Following the delisting of Gueci shares from the New York Stock
Exchange on June 14, 2004 and on July 1, 2004 from the Amsterdam
Euronext, the Group initiated, with the competent Dutch courts, a
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CONTINGENT LIABILITIES, CONTRACTUAL COMMITMENTS

mandatory withdrawal process covering the Gucci ordinary shares that
it did not hold following the April 2004 takeover bid. Accordingly, as
of December 31, 2006, the Group valued its maximum commitment
at €45 million.
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34.2. Commitments given and received following asset disposals

The vendor warranties given on the sale of Guilbert, Pinault Bois & Matériaux, Rexel, Orcanta and France Printemps are as follows:

May 2003

Sale of Guilbert *Contract” to Office Depot Standard 2-year asset warranties. which expired in April 2005, except for tax-related
warranties granted for a period equal to the legal time limits.

June 2003

Sale of Pinault Bois & Matériaux to Walseley The warranties granted by Saprodis on the sale of Pinault Bois & Matériaux to Wolseley
in June 2003 have expired.
However, one specific warranty for certain damages relating to tha environment, health
and safety are still in effect. This warranty will expire on July 7, 2017 and is capped at
€10C milion and €50 million, respectively, for all claims presented after July 7, 2008,
As of today, this warranty has not been triggered.

December 2004

Sale of Rexel On December 10, 2004, tha Group signed a definitive agreement with the consortium
comprising Clayton, Dubilier & Rice, Eurazeo and Merrill Lynch Global Private Equity
{(“Ray Consortiurm™} for the sale of its 73.45% interest in Rexel.
Limited vendor warranties excluding from their scope property, intellectual property,
supplier relations and the environment were granted to the purchasing consortium,
These warranties are capped at €50 million.

July 2006

Sale of Orcanta On July 21, 2006, Discodis sold its entire interest in Rouafi to Chantelle.
Discodis granted standard vendor warranties, expiring on February 28, 2008 (excluding
warranties related to tax, social security and customs claims as well as any ¢laims relating
to violation of anti-trust and tariff transparency nutes) and capped at €5 milion, in addition
to assuming certain litigation currently undenway relating to the sale and indemnification
of the buyer in the event of early termination of certain commercial leases.

August 2006

Sale of France Printemps On August 2, 2006, PPR signed an agreament on the sale of Printernps shares to RREEF

Global Opportunities Fund in partnership with the Borletti Group which took place in two
phases (sale of tha 51% majority interest completed by October 31, 2007 and the sale

of the remaining interest in 2007).

PPR granted standard vendor warranties, with warranties covering tax-related claims
expiring on December 31, 2009, and all other warranties relating to other claims expiring
on March 31, 2008. The maximum indemnification is capped at €65 million except

for certain warranlies relating notably to real estate, which are subject ta a minimum

of €250,000 per individual claim and are only indemnified when all eligible individual claims
exceed €2 milion, in the amount of the excess.

Excluding the vendor warranties described above, vendor warranty agreements with standard terms were set up for the purchasers of the other
companies sold by the Group.

34.3. Other commitments given

34.3.1. Contractaal odligations

The table below shows all the Group's contractual commitments and obligations, excluding employee benefit obligations presented in the
preceding notes.

17 Zavrientskiigoviper oo

fYessknar @nsm IMogestian
L B D sel e Gualycal ers JEETS fivelvears) 12.31.2006 (2X 2005}
Long-term borrowings (note 29) - 2,297.3 843.4 3,140.7 4,398.9
Operating lease agreements 393.6 1,.087.1 1,145.6 2,626.3 2,282.0
Binding purchase obligations 211.3 2.0 - 213.3 205.0
Total commitments given 6504.9 3,386.4 1,989.0 5,980.3 6,885.9
Total commitments received
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Operating lease agreements

The amount of contractual obligations presented on the line
“Operaling lease agreements” represents minimum future lease
payments under operating lease agreements for the period in which
they cannot be cancelled by the lessee. These mainly include rental
payments which cannot be cancelled in respect of stores, logistic hubs
and other buildings (head offices and administrative offices).

As of December 31, 2006, total minimum future lease payments which
the Group expects to receive under non-cancellable sub-lease agreements
total €2.9 million (€9.5 millicn as of December 31, 2005).

The 2006 rental charge in respect of minimum lease payments is
€361.0 millien {€365.0 million in 2005) and the charge for contingent
payments is €196.5 million (€173.7 million in 2005), based on actual
sales.

Sub-lease revenue totalled €1.7 million in 2006 (€4.4 million in 2003).

Finance leases

The present value of future minimum lease payments included in
“Borrowings” and relating Lo capitalised assets satisfying the finance
lease definition in accordance with [AS 17 is as follows:

L 2l

12.31.2006 2005

Less than one year 7.7 45.8
Maturing in one 1o five years 720 115.6
Maturing in more than five years 109.1 92.0

2188 254.4
Finance costs included 82.1) {76.0}
Present value of minimum lease payments 136.7 178.4

As of December 31, 2006, total minimum future lease payments which the Group expects to receive under non-cancellable sub-lease agreements

total €19.6 million {€21.0 million as of December 31, 2005).

34.3.2. Gther commitments

Other commitments break down as follows:

. [Rayihentsicialbyipesdodd

T pYes Stth o (ONEHO) (Moretihary

| #E antima EHIED [fivegyears) rizelveses)

Confirmed lines of credit (Note 29) 269.5 2,474.4 2,287.0 5,030.9 5,105.6
Letters of credit 9.2 0.1 10.5 19.8 6.7
Other quarantees received 9.8 23 8.9 21.0 20.9
Total commitments received 288.5 2,476.8 2,306.4 5,071.7 5,133.2
Guarantees given to banks ensuring cash pooling 17.1 0.1 111 28.3 46.9
Rent guarantees. property guarantees 100.8 3.0 8.6 112.4 102.4
Guarantees on lease agreements 1.4 3.3 01 48 10.4
Other carmmitrnents ([o/w customs warranties) 97.1 19.6 57.9 174.6 176.9
Total commitments given 216.4 26.0 77.7 320.1 343.6

Other commitments mainly comprise customs warranties and operating guarantees.

Other guarantees received mainly comprise documentary credits.
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Guarantees and other collateral granted by the Group break down as follows:

Amount of the JAmoto oo li

5711-1& Rledocl asset pledged [BalancelshectiCouespondngiiasseiblcdged
[r&= s AEFAr kT Gy, G 12.31.2006 lotaliNCAY Y& WLEF AL
Intangible assets - 6,602.7 0.0%

Property. plant and aguipment 10.13.2003 03.30.2016 260.3 1,900.6 18.7% 258.5
Non-gument financial assets - 216.0 0.0%

Total non-current assets

pledged as collateral 260.3 8,719.3 3.0% 258.5

34.3.4. Other commitments given

To the best of the Group's knowledge, there are no other significant
commitments given or contingent liabilities.

34.4. Group dependence on patents, licenses and
supply contracts

Brylane, a subsidiary of Redcats in the United States, has a trademark
licence agreement for the use of the Lane Bryant and Lerner brands
without the payment of royalties until October 2007. These catalogues
generated revenue of €346.2 million in 2006 (€346.0 million in 2005).
The transition from the brand name Lerrier to Metrostyle (in-house
brand) began in the fourth quarter of 2003, The process was completed
at the end of 2006, and the Lerner brand name has now been totally
replaced by Metrostyle. The transition {rom the Lane Bryant brand
name 10 Woman Within (in-house brand), which began in the fourth
quarter of 2006, was completed in October 2007.

Brylane also had an exclusive license (until 2005) for the distribution
of select Brylane products included in the Women's View, Smart
Choice and Big and Tall catalogues to individuals listed in the Sear's
customer file. These catalogues realised sales of €11.6 millien in 2005
{€42.9 million in 2004). The exclusive license was not rencwed beyond
May 31, 2005,

Aside from the two licenses referred to abaove, the Group is not
significanily dependent on any patents, licenses or supply contracts.

34.5. Claims and litigation

Group companies are involved in a number of lawsuits or disputes
that arise in the normal course of business, including litigation with
tax, social welfare or customs authorities. Reserves for contingencies
and losses have been set aside for the probable costs, as estimated by
the Group's entities and their legal counsel. According to the Group's
legal counsel, no litigation currently in progress is likely to have a
material impact on normal or foreseeable operations or the planned
development of the Group or any of its subsidiaries. Although the
future consequences of claims and litigation cannot presently be
foreseen, the Group believes there is no known litigation likely to have
a potential material impact on the Group's assets, operating results
or financial position that is not adequately covered by provisions
recorded at the balance sheet date.

No individual claim is material to the Company or the Group.

To the Group's knowledge, no dispute or arbitration has had in the
recent past or is likely to have in the future a significant impact on
the financial position, activity or net income of the Company or
the Group.

NOTE 35.
35.1. Related party controlling the Group

PPR is contralled by Artémis, which in turn is wholly owned by Société
Financidre Pinault. As of December 31, 2006, Artémis Group held
40.2% of PPR's capital and 55.4% of the voting rights.

The main transactions carried out between the consolidated companies
of the PPR Group and Artémis in 2006 ate as follows:

TRANSACTIONS WITH RELATED PARTIES

@ payment of the 2005 dividend of €140.4 million {€130.1 million
for 2004);

% payment of a fee of €6.6 million for 2006 {€6.8 million in 2005) for
business development consulting services, support in connection
with complex transactions, and the supply of development
opportunities, new business and cost reduction initiatives. This
remuneration was subject to an agreement that was reviewed and
authorized by the Board of Directors.
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35.2. Associates

In the normal course of business, the Group enters into transactions with associates on an arm's length basis.

The main transactions with associates are summarised in the following table:

[_ he 3l

B 2X00T2005]

12.31.2006

Noen-current receivables and loans 1o non-consalidated investments 0.9
Tracle receivables 8.0 28.6
Qihar current assets 0.5
Other current liabilities 0.4
Salas of goads and services 215 62.0
Qther operating income and expenses 1.2

The change in relation to December 31, 2005 is primarily related to the acquisition of minority interests in Sodice Expansion (a company
consolidated using the equity method until February 28, 2006 and subsequently fully consolidated).

35.3. Management compensation

The remuneration for members of the Board of Directors and the Group's Executive Committee is as follows:

[ LR ST )

| aor e QTR

Salaries and other short-term benefits iB.5 26.3
Qther long-term benefits 2.4 35
Options and shares granted 1.5 1.3
Tatal 20.4 311

Remuneration and other short-term benefits represent amounts
paid, while other long-term benefits and option and share allocations
represent amounts that were expensed.
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A list of the members of the Board of Directors and Executive
Commitiee is presented in the “Corporate Governance” section of
the Reference Document.
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NOTE 36. SUBSEQUENT EVENTS

On February 25, 2007, PPR received a firm offer from Accor for the
acquisition of all the share capital of Kadeos for €210 million.

PPR has accepted this offer and entered into exclusive negotiations with
Accor in order to finalize the preparation of the legal documentation for
the transaction, which is expected to close in or around mid-March.

‘This transaction will inaugurate a partnership with the Accor group in
France and internationally. This means that the gift card and voucher
activity will be confided to a leader of the sector. It will also ensure
the long-term continuity of the Kadeos commercial agreements with
all Group companies.
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NOTE 37.

The list of Group subsidiaries is as follows:

LIST OF CONSOLIDATED SUBSIDIARIES AS OF DECEMBER 31, 2006

Full consolidation : F YVES SAINT LAURENT BELGIUM SPAL F 10000 F 10000
Equity methed : E
R — Spain
! omm | {Rv 60008 SPANSL F 10000 F 10000
| i s 459 | LUXURY TMEPIECES ESPARASL F 10000 F 10000
YVES SAINT LAURENT SPAN SA F 10000 F 10000
PPR Parent Company YSL BEAUTE 5A E 10000 F 100,00
FILDEMA XX S.L Merger  F 10000
aucc! BOTTEGA VENETA ESPANA 5L F 8528 F 828
GUCCI GROUF NV (NETHERLANDS) F 2949 F 9948 NOGALUXESLU F 10000 Croation
France United Kingdom
LUXURY GOQDS FRANGE SA F 10000  F 10000 GUCGILMITED F 10000 F 10000
GG FRANCE HOLDING SARL F 10000 F 10000 GUCCISERVIGES LIMITED F 100  F 10000
GUGC! GROUP WATCHES FRANGE, SAS F 10000 F 10000 LUXURY TWEPIECES (UK} LTD. F 10000  F 10000
YVES SAINT LAURENT SAS F 10000 F 10000 YVESSANTLAURENT UK LTD. F 10000 F 10000
BOUCHERON SAS F 10000 F 10000 YSt BEAUTE LTD. F 10000 F 10000
BOUCHERON HOLDING SA F I0000  F 10000 SERGICAOSSIUKLIMITED F 10000 F 10000
PARFUMS ET COSMETIOUES WTERNATIONALSAS  F 10000 F 10000 BOUCHERON UKLTD. F 10000 F 1000
BOUGHERON PARFUMS {SAS) F 10000  F 10000 BOTTEGAVENETAUKCO.LMITED Foss2 F 8628
C. MENDES SA F 10000 [ 10000 ALTUMNPAPER LIMITED F 800 F 5100
YVES SANT LAURENT BOUTIQUE FRANCE SAS F 10000 F 10000 EIRDSWAN SOLUTIONS LTD. F si0c  F 5100
YVES SAINT | AURENT SERVIGES 5AS F 10000 F 10000 PANTGATELIMITED F 10000 F 10000
YSL. BEAUTE (SAS) F 10000 F 10000 ALEXANDERMCCUEEN TRADING LTD, F 500 F 500
ROGER & GALLET (SAS) F 10000  F 10000 STELLAMCGARTNEY LMITED F 5000 F 5000
Y5 BEAUTE REGHERGHE T INDKSTRIES [SAS) Sde F 10000 JOHNFIELDLTD. F 5100 F 5100
YSLB2 F 10000 Creation Greece
PARFUMS DU PARC Y51 BEAUTE AEBE F 51.00 F 51.00
(Founely PARFUMS VAN CLEEF ANDARPELSSA)  F 10000 F 1000 s
YVES SANT LAURENT PARFUMS LASSIGNY(SAS)  F 10000 F 1000 Gior mELAND LMITED F om0 F 1000
YVES SAINT LAURENT PARFUMS SAS F_10000  F 10000
PARFUMS STERN (SA5) F 10000  F 10000 660 GUCCI SPA F 10000 F 10000
BALENGIAGA SA F_ 6100 F 8100 cappigROUPSAL F 7500 F 7500
BOTTEGA VENETA FRANCE HOLDING SAS F_ 8628 F 8528 Guoo MMOBILARE LEGCI0 SAL T B0 F 6400
BOTTEGA VENETA FRANCE SA F 6628 F 8528 |\ nryGOCDSTTALA GPA f 0000 F 10000
ALEXANDER MCQUEEN PARFUMS (SAS) F 10000 F 10000 Guooi LOGISTIOA SPA F 10000 F 10000
CLASSIC PARFUMS (5A9) F 10000 F 10000 {umv GOODS OUTLET 5L F 1000 F 10000
PARFUMS BALENCIAGA (EURL) F 10000 F 10000 o0 veNEzn SPA F 5100 F 5100
STELLA MCCARTNEY PARFUMS (SAS) F 10000 F 10000 oF romeToASAL F 0t F 10000
STELLA MCCARTNEY FRANCE SAS F_S000  F 5000 Gr servICESSAL E 100 F 10000
Germany ANFIO S04 (Fomnely FENDI PROFUMI SPA) F 10000 F 10000
G5 LUXURY G00DS GMBH F 10000 F 10000 & ovMERCE FUROPE SPA
YVES SAINT LAURENT GERMANY GMBH F 10000 F 10000 {Fomely FLORBATH PROFUMIDIPARMA SPA) F 10000 F 10000
YSL BEAUTE GMBH F 10000  F 10000 YSLBEAUTETALASPA F 10000 F 10000
BOTTEGA VENETA GERMANY GMBH F 862 F 820 SERGIOROSSISPA F 10000 F 10000
Austria ASCOT SAL F 1000 F 10000
GUCCI AUSTRIA GMBH FO10000  F 10000 BVTALASAL F 828 F 8%
YSL BEAUTE HGMBH F 10000 F 10000 BOTTEGAVENETASAL F 8628 F 8%
Belgium BV SERVIZI SAL F 828 F 8628
GLCC! BELGIUM SA F 10000 F 10000 REGAN1357 SAL F 7000 F 7000
LA MERIDIANA FASHION SA F 100.00 F 10000 CONCERLA BLU TONIC SPA F 5.00 F 500
Yt BEAUTE SANV F 10000 F 10000 CARAVEL PELLIPREGIATE SRL £ 500 F 5100
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|

( Y LU ] Unitedstates
i AR 4 | GUCGIAMERIGAING. F 10000 F 10000
CESIGN MANAGEMENT SRL F 10000 F 10000  GUCCINORTH AMERICA HOLOINGS INC. F 10000 F 100.00
BARUFFI SRL F 67.00 F 6700  YVESSAINT LAURENT AMERICAING. F 10000 F 10000
PAOLETTYSAL F 5100 F 5100  YVESSAINT LAURENT OF SOUTH AMERICA ING. F 10000 F 100.00
TIGER FLEX SAL F 7500 F 7500  YVES SAINT LAURENT AMERICA HOLDING INC. F 10000 F 10000
PIGINISAL F 7000 £ 7000 YSLBEAUTEINC. F 100,00 F 10000
GAUGUIN SRL F 10000 F 10000  YSLBEAUTE MIAMIING. F 10000 F 10000
GUCE! FINANZIARIA SPA F 10000 F 10000  SERGIO ROSSIUSAING. Fo100.00 F 100,00
GG ITALIA HOLDINGS SPA £ 10000 F 10000  BOUCHERQN USLTD. Fo100.00 F 10000
REXCOURTA SPA F 10000 F 10000  BOUCHERON JOAILLERIE (USA}ING. F 10000 F 10000
Luxembourg BALENCIAGA AMERICA INC, Foa100 F 9100
GHCCI LUXEMBOURG SA F 100,00 F 10000 BEDATAO0.USALLC F 10000 F 1000
SERGID ROSS! INTERNATIONAL SAAL F 10000 F 10000  BOTTEGAVENETAING. F 8528 F 8628
BOUCHERON LUXEMBOURG SARL F 10000 F 10000  STELLAMOCARTNEY AMERICA INC. F 5000 F 5000
BOTTEGA VENETA INTEANATIONAL SARL F 828 F 8628  GUCCIGROUP WATCHES INC. F 10000 F 100.00
Monaco GUCCIMEXICO SADECY F 10000 Creation
GUCCI SAM F 10000 F 10000  GUCCHIMPORTACIONES SA DECV F 10000 Creation
BOUCHERON SAM F 10000 F 10000 LUXURY RETAIL SERVICES SADECV F 10000 Crealion
SAM YVES SAINT LAURENT MONACO SAM F 10000 F 10000  GUOCI CARIBBEAN ING. F 10000 Creation
The Netherlands Ausiralla
GUCC! INTERNATICNAL NV F 10000 F 10000  YSLBEAUTE AUSTRALIA PTY LTD. F 10000 F 100.00
GUCCI NETHERLANDS BV F 10000 F 10000  GUCCIAUSTRALIAPTY LMITED F 10000 F 100,00
GUCCI PARTICIPATION BY F 100,00 F 10000  New Zealand
GUCC! ASIAN HOLDING BY F 100,00 F 10000 YSLBEAUTENZLID. F 10000 F 10000
GEMINI ARUBA NV F 10000 F 10000 China
YVES SAINT LAURENT FASHION BV F 10000 F 10000 GUCCI GROUP {HONG KONG) UMITED F 10000 F 10000
YVES SAINT LAURENT FRANCE BV F 100,00 F 10000  LUXURY TIMEPIECES (HONG KONG) LIMITED F100.00 F 100.00
YSL BEAUTE NEDERLAND BV F 10000 F 10000  YSLBEAUTE HONG KONG LTD. Fo100.00 F 100.00
SERGIO ROSSI NETHERLANDS BY F 100.00 F 10000  BOTTEGA VENETA HONG KONG UMITED F 8628 F 8628
BOTTEGA VENETA BV F 8628 F 828 Korea
BOTTEGA VENETA ASIAN TRADE BV F 8628 F 8628  GUCCIGROUP KOREALTD. F 10000 F 10000
Portugal SERGIQ ROSS! KOREALTD. Uiquidation F 50000
YSL BEAUTE SA F 5100 F 5100  BOTTEGA VENETAKOREA LTD. F 8528 F 8628
Russla United Arab Emirates
Y5LBEAUTE VOSTOK F 10000 Creaion  YSLBEAUTE MIDDLE EAST FZC0 F B6.78 F 6676
Switzerland Guam
LUXURY GOODS WTERNATIONAL SA F 10000 F 10000  GUCCI GROUP GUAMING. F 10000 F 10000
LUXURY TIMEPIECES INTERNATIONAL SA F 10000 F 10000  BOTTEGA VENETAGUAM F 8628 F 8628
LUXURY GOODS LOGISTIC SA F 10000 F 10000 Japan
LUXURY TIMEPIECES DESIGN SA F 0000 F 10000  GUCCI GROUP JAPAN LIMITED F 10000 F 10000
LUXURY TIMEPIECES MANUFACTURING SA Merger F 10000  GUCCI GROUP JAPAN HOLDING LIMITED F 10000 F 10000
YSL BEAUTE SUISSE F 100,00 F 10000  LUXURY TMEPIECES JAPAN UMITED F 10000 E 10000
BOUCHERON WTERNATIONAL SA F 10000 F 10000  YUGEN KAISHA GUGGH F 10000 F 100.00
BEDAT 8 CQ. SA F 30000 F 10000 SERGIO ROSSIJAPAN LIMIED F 10000 F 100.00
BEDAT GROUP HOLDING SA Merger F 10000  YVES SAINT LAURENT FASHION JAPAN LTD. F 10000 F 100.00
LUXURY GOODS OPERATIONS [LGO} SA F 5100 F 5100  YVES SAINT LAURENT PARFUMS KK F 10000 F 100,00
Canada BOUCHERON JAPAN F 10000 F 100.00
LUXURY TIMEPIECES {CANADA} ING. Foa00.00 F 10000  BOTTEGA VENETA JAPAN LIMITED F 8628 F 8628
GLCC! SHOPS OF CANADA INC. Liguidation F 10000  Malaysla
GUGC BOUTIQUES, INC. F 100,00 F 10000  GUCCHMALAYSIA) SDN BHD F 10000 F 10000
Y51 BEAUTE CANADA INC. F 10000 F 10000  BOTVEGAVENETAMALAYSIA SON BHD F 8628 F 8628
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IR U v
GRS 2000 AE | FNACSA F 10000 F 10000
Singapore France
GUCCI SINGAPORE PTE UMITED F 100.00 F 10000  ATATUDE F100.00 F 10000
YSL BEAUTE SINGAPORE PTE LTD. F 100.00 F 10000  BILLETEL F 100.00 F 100.00
BOTTEGA VENETA SINGAPORE PRIVATE UMITED F 8828 F 8628  BILLETTERE DISTRIBUTION F 5499 F 549
Talwan BILLETTERIE HOLDING F100.00 F 10000
GUCC! TAIWAN UMITED F 100.00 F 10000  FNAC DIRECT F 100.00 F 10000
GUCCI GROUP WATCHES TAWAN UMITED F100.00 F 10000  FNAC DISTRIBUTION SA Marger F 100.00
BOUCHERON TAWAN CO. LTD. F 100,00 F §0000  FNACEVEILET JRUX F 10000 F 100.00
Thalland FNAC LOGISTKIUE SAS F100.00 F 10000
GUCCI THALAND CO, LTD. F 100,00 F i00.00  FNACPARIS 8A F 10000 F 10000
FNAC SERVICE SARL F 100.00 F 10000
CONFORAMA FNAC TOURISME SARL F100.00 F 10000
CONFORAMA 99.95 F 9995 MSS F100.0¢ F 10000
France SAS RELAIS FNAC F 100,00 F 10000
CENTRE TECHNIQUE DE L'EST F 100,00 F 10000  SFLIALZE F 10000 F 10000
COGEDEM F 10000 F 10000  SNCCODIREP F100.00 F 10000
CONFORAMA FRANCE F 100,00 F 10000  SOCIETEDUST F100.00 Creation
CONFORAMA MANAGEMENT Fo100.00 F 10000  SURCOUF F 10000 F 10000
CONFOON UNE Merger F 10000  Belgium
IHTM FRANCE F 100,00 F 10000  FNACBELGIUM F100.00 F 10000
RABINEAU F 6101 F 6701  Brazll
SODICE EXPANSION F o 100.00 E 3198  FNACBRESL F100.00 F 10000
SAS DU PARG Fo100.00 Acquisiion  Spain
Croatla FNAC ESPANA SA F 10000 F 100.00
FLUBADOO F 100,00 F 10000  Greece
Spain FMB GENERAL COMMERCIAL SA E 5000 E 500
BRICO HOGAR F 100.00 F 10000  ltaly
Italy FNAC ITALLA SPA F 100.0¢ F 100.00
CONFORAMA ITALLA F 100,00 F 10000  Monaco
CREDIRAMA E 49.00 E 4000  SAMFNACMONACC F 10000 F 100.00
HTM ITALIE F 100,00 F 100.00  Portugal
Luxembourg FNAC PORTUGAL F100.00 F 10000
CONFORAMA LUXEMBOURG F 10000 F 10000  Switzerland
Poland FNAC SUISSE F100.00 F 10000
CONFORAMA POLSKA F 100,00 F 100.00
HTM POLOGNE F 10000 F 10000 PRINTEMPS
Romania FRANCE PRINTEMPS E 439 F99.86
{HTM ROUMANIE F 10000 F 10000  France
Portugal FERALIS * F100.00 F 10000
HIPERMOVEL F 100.00 F 10000  MADEINSPORT® F 10000 F 10000
Switzerland MAGASING REUNIS DEL'EST* F 9488 F 9486
[HTM F 10000 F 10000  PRINTEMPS DESIGN® F 10000 F 10000
CONFORAMA SUISSE F 10000 F 10000  PRINTEMPS VOYAGE " F  100.00 F 10000
Hong-Kong PRINTEMPS.COM * F 10000 £ 100.00
CONFORAMA TRADING LIMITED F 100.00 F 100.00 PROFIDA* F 100.00 F 100.00
Singapore SA DE LOGISTIQUE PRINTEMPS * F 10000 F 100.00
CONFORAMA ASIA Fo300.00 F 10000  SAMAGASING REUNIS* F 9534 F 9534
Vietnam SAPAC PRINTEMPS * F 10000 F 100,00
IHTM VIETNAM F 10000 F 10000  USSELOISE® F 10000 F 100,00
* Companies in the PRINTEMPS group structure are fully consolidased in the
PRINTEMPS sub-consolidurion level and 48.96% consoliduted under the equity
method at PPR.
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<, TR ]

| S awm ' m] EMPIRE STORES GROUP PLC F 10006 F 100.00

MOVITEX UK F 10000  F 10000
REDCATS REDOUTE LiK F 10000  F 10000
REDCATS E 10000 £ 10000 REDCATS FINANCE UK F 100.00 F 100.00
France VERTBAUDET LK F 10000  F 10000
CYRILLUS 5A F 10000  F 10000 Greace
OlAM 84 F 10000 r 10000 REDQUTEHELLAS F 100.00 F 100.00
21D, F 10000  F 10000 Nerway
REDCATS INTERNATIONAL HOLDING SARL ELLOS HOLDING AS F_10000 F 10000
{Formely HAVRAF] F100.00 F 10000  ELLOSKONTO A/S F 10000 F 10000
LAMAISON DE VALERIE F 10000 F 10000  JOTEXNORGEAS Mesger F 100.00
LAREDOUTE F 10000 F 10000  REDGCATSAS 100,00 F 100.00
LES AUBAINES VPC F 10000 F 10000  REDQUTE NOAGEAS F 10000 F 100,00
LES AUBAINES MAGASING F 10000 F 10000  The Netherlands
LES DEFIS F 10000 F 10000  REDCATS INT.HOLDING BV F 10000 F 100.00
MOVITEX £ 10000 F 10000  Portugal
REDCATS INTERMATIONAL F 10000 F 10000  REDOUTE PORTUGAL F 10000  F 10000
REDCATS MANAGEMENT SERVICES F 10000 F 10000 VERTBAUDET PORTUGAL F oo F 10000
REDINVEST Merger F 10000  Russia
REDOUTE MAG F100.00 Creation  REDOUTE RUSSIE F 10000 Creation
REFERENCE BRESIL F 10000 F 10000  Sweden
SADAS F 100.00 F 10000  ALVSREDSPOSTORDER AR Merger £ 100.00
SNCLES TROUVAILLES F 10000 F 10000 ELLOSAB F 10000  F 10000
SOGEP F 10000 F 10000 JOTEX AB HOLDING COMPANY F 10000 F 10000
SOMEWHERE F 10000 F 100,00  JOTEXSVERIDGEAS Merger  F 100.00
STE NVELLE D'EXPANSION REDOUTE {SNER) £ 10000 F 10000  REDCATSNORDIC AB F 10000  F 100.00
THOMAS INDUSTRIES F 10000 F 10000  AEDOUTE SCANDINAVIE F 10000  F 100.00
VBMAG F 10000 F 10000  REDCATS FNANSAB Marger  F 100.00
Germany 0Y MOBINIA AB F 10000 F 100.00
FNAG DEUTSCHLAND GMBH F 100.00 F 10000  VARNAMOINKASSO Marger  F 10000
MOVITEX ALLEMAGNE F 10000 F 10000  REDCATS TREASURY AB F 10000 £ 100.00
Austria Switzerland
REDOUTE AUTRICHE F 10000 F 10000  CYRILLUSSUISSESA F 9975 F 9975
REDCATS BETEILIGUNG GMBH F 10000 F 10000  REDOUTECH.SA F00.00 F 100.00
Belgium Brazil
CYRILLUS BENELUX F 10000 F 10000  REDCATS DO BRASIL F 10000 F 100.00
MOVITEX BELGIOUE F 10000  F 10000  United States
REDOUTE CATALOGUE BENELUX F 10000  F 10000  REDCATSUSA, INC. F 10000  F 100.00
Denmark REDCATS USALLC F 10000 F 100.00
ELLOS AS DK F 10000 F 10000  THEGOLFWAREHOUSE F 10000  Acquision
Spain THE SPORTSMAN'S GUIDE F 10000  Acquisition
REDCATS GATALOGO SA F 100.00 F 10000  Hong Kong
Estonia REDCATS ASIA F 10000  F 10000
ELLOS ESTONIECY F 10000 F 10000  Japan
Finland CYAILLUS JAPON F 10000  F 100.00
ELLOS HOME ENTERTAINEMENT F 100.00 F 10000 Turkey
ELLOS TIIOY F 10000 F 10000  REDCATS TURKEY F 10000  F 9950
REDCATS OY F 10000  F 0000
United Kingdom ORCANTA
CYRILLUS UK F 10000  F #0000 ORCANTA Sae  F 100.00
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o TREY
jCoppaney oY &5 | Benin

PROMOPHARMA F 5184 F 0%
CFAQ GFAQ MOTORS BENN Formely SOBEPAT) F 9927 F 8%
CFAD F 994 F %99 BurkinaFaso
France CFAQ BURKINA F 7308 F 7308
CONTINENTAL PHARMACEUTICUE F 7288 F 7322  LABOREX BURKINA F 8531 F 831
COTAH F 10000 F 10000  CFAQTECHNOLOGIES BURKINA F @9 F %9
CYCLEX Megr  F 9989 SIFA F o587t F 871
DEPHI F 9958 F 9967 Cameroon
DOMAR F 10000  F 10000  CAM Foer0 F 6728
EPDIS F 0963 F 68 O E 2410 E 2419
EURAPHARMA F 0968 F %068 COMETAL E 5000 E 5000
GEREA F 10000 F 10000  ICRAFON F 522 F 23
HOLDER E 2427 E 2477  LABOREXCAMERDUN F 6498 F 6565
HOLDINTER F 10000 F 10000  SOCADA F 1000 F 10000
SECA F 9968 F 0068  CFAQ TECHNOLOGES GAMERDUN
6 F 10000 F w000 (Fomely SOPHTER F g% F &0
SEP € 4900 £ 49.00 SUPERDOLL E 4500 E 4500
SERCM F 9990 F gogp  Ceniral African Republic
SFoE F 1000 F im0 CPAOCENTRAFRIQUE F 10000 F 30000
CIDER-ACDM F 0888 Acquisition Congo
PROMOTIONDT e Croaion | CFAOCONGO F 10000 F 0000
United Kingdom LABOREX CONGO F 7281 F 72
EURAFRIC TRADING F 10000 F 10000 BRASSERESOUCONGO F_s000 F 5000
MASSILIA HOLDING F 10000 F iogop  Wory Goast
Swikzerland CFAQ COTE D'VOIRE F 9638 F %63
AR F we  F W CO0P F 10000  F 10000
CIDER PROMOTION INTERNATIONAL F 9868  Acqusiion ~COPHARMED P 5179 F S6%
French overseas departments and territories MIPA F_ 9998 F 9398
CMM (REUNION) F oo F e A F 877 F &7
CMMUD(REUMOM £ 4500 E 4500 CFAQ TECHNOLOGIES F 9637 F 96.38
LABOREX SAINT-MARTIN (WEST INDEES) F 60 F 60 E9M
LOCALITO (NEW CALEDONIA) £ 4388 E 4sge  |DNSNALABOREX Sds F 6814
MENARD FRERES INEW GALEDONIA) F g8 F gogs SCEP E 3077 E 37
NCGIE (GUIANA) F 10000  F loooo Gabon
QCDP (NEW CALEDONIA) £ 311 € ;N CFAQ GABON F 9687 F %87
SEIGNEURIE OCEAN INDIEN (REUNION) E 4900 E 4gpp PHARMAGABON F 5338 F %473
ALMAMETO (NEW CALEDONIA F 5000 F so00 W F 10000 F 30000
SOCIETE PHARMACELTIOUE DES CARABES CFAQ TECHNOLOGIES GABON E o999 F 9089
[WEST NDIES) F 7808 £ 7810 Gambla
SOREDIP [REUNION) F 6716 F 6780  CFAQ(GAMBIA)LIMTED F 7898 F 789
SPA(WESTINDIES) F 4643 F 4613 Ghana
SPG (GUYANE) F 6765 F 5766 CFAOGHANA F 882t F 8891
TAHIT PHARM {FRENCH POLYNESIA) F @805 F 9366 PENS&PLASTICS F 10000 F 10000
€ GENERAL IMPORT REUNION) Fooam Creation  Guinea-Conakrl
C TECHNO (REUNION) F 9.0 Craalion  LABOREX GUINEE F 8185 F 8185
INTERMOTORS (NEW CALEDONIA F 980 Craalion  GFAQGUINEE F 10000 Graalion
Algeria Equatorial Guinea
PHARM ALGERIE F 5080  Acqusion  SEGAM F 10000 F 10000
ALBM/CFAD TECHNO F %84 F 7500 Kewa
DHAMAL F 8000 F 6000 DTDOBEKENYA £ 10000 F 10000
BAVARIA MOTORS ALGERE £ 10000 Creation  EPDIS KENYA LIMITED F 068 F 9968

152 2006 FINANCIAL DOCUMENT - PPR
[ <N




EINANCIAL INFORMATION
Consolidated financial statements for the year ended December 31, 2006

ni=resh
TR Tomm 7 | Zambia
HML KENYA CFAQ ZAMBIA 100.00 F 10000
{Foemely HOWSE AND MCGEQORGE LABOREX) F 9968 F 9368 Mauritius
TRIDECON F 10000 F 10000 CAPSTONE CORPORATION 100.00 F 100.00
Malawi CAPSTONE INTERNATIONAL 60.00 Craation
CFAD MALAWI LUMITED F 9999 F 9999 IMC 100,00 F 100.00
Mali MASCAREIGNE DE PARTICIPATION 89  E B
CFAD TECHNOLOGIES MALI Madagascar
(Formely COPREXIM INTERNATIONALE) F 8558 F 9558  AUSTRALAUTO E 4398 E 4898
CFAD MOTORS MAL! (Formely DIAMA) F %000 F 90  NauTICLES £ 2401 E 2401
IMACY F 10000 F 108 goau E 273 E 2739
LABOREX MALI F 5449 F 5444 SGM E 4803 E 4900
Morocco SIRH E_ 4800 E 4888
COMAMUSSY F 8420 F 8420 goomMex E 4900 E 4879
DAF iINDUSTRIES MARDC F 10000 F 10000 somana E oM E 2743
DIMAC F %9 F 9991  sOMAPHAR F B F 8886
FANTASIA F 8420 F 8420 eME E 4850 E 4850
CFAO MOTORS MAROC (Formaly INTER MOTORS) F 10000 F 100,00
MUSSY BOIS F 8419 F 8419  oTHER
MANORBOIS F 8420  F 842  France
SUD PARTICIPATIONS F 8420  F 8420  kapEos 09 F 299
Mauritania
CFAQ MOTORS MAURITANIE F 8980 Creation  WOLDINGS & OTHER
Niger France
CFADMIGER F 9985 F 958 auveo F 10000 F 100,00
CENTRALEHARM F 5284 F 043 CAUMARTIN PARTICIPATIONS F 10000  F 10000
Nigeria CFP F 10000 F 10000
GROUPE CFAQ NIGERIA F 10000 F 6533 CONSEILET ASSISTANCE £ 10000 F 100.00
ALLIANCE AUTO NIGERIA F %990 Creation  miscopIS F 10000 F 0000
Demoeratic Republic of Gongo FINANCIERE MAROTHI F 10600 £ 100.00
AFRIMA F 10000 F 10000  GECCA Merger £ 100,00
AFRIMTAANSIT F 5900 F 900 ocumon Merger F 10000
CFAQ MOTORS RDC {Formely AUTO ONE} F 10000 F_ 10000  ppRIMPORT SERVICE {Formely MANAGECO) 100.00 F 10000
Senegal PPRFINANCE 10000 F 10000
CFAQ SENEGAL F 8484 F 8494 ppRINTERACTMVE Merger £ 100.00
LABOREX SENEGAL F 5686 F 5640  ppRPURCHASING F 10000 F 10000
CFAQ TECHNOLDGIES SENEGAL SAPARDIS F 10000 F $00.00
{Formely POINT MICRO) F 10000 F 10000 SAPRODIS F10m T 10000
il F_10000 F 19(.1.00 SFGM F 10000 F 100,00
ABM F 00.59 Acquisition
E— Luxembourg
et i T
Tehad
The Netherlands
o T e
Toga Switzerland
PPRMARKETING SERVICES 100.00 F 100.00
CrADTOGO F 69.72 F 8972
STOCA Liquidation E 2122
TOGO UNIPHART F B83.89 Acquisition
Uganda
HML DUGANDA
[Formety HOWSE ANS MC GEORGE UGANDA) F 9968 F 9968
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Statutory Auditors' report on the consolidated
financial statements for the year ended
December 31, 2006

Mr Chairman,

In accordance with our appointment as Statutory Auditors, we hereby report to you on the accompanying consolidated financial statements of
PPR SA for the vear ended December 31, 2006.

The consolidaied financial statements have been approved by the Board of Directers. Qur role is to express an opinion on these consolidated
financial statements based on our audit.

We conducted our audit in accordance with the professional standards applicable in France. Those standards require that we plan and perform
the audit to obtain reasonable assurance that the consolidated financial statements are free of any material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position and the assets and liabilities of the Group
as of December 31, 2006 and the results of its operations for the year then ended in accordance with 1FRS as adopted in the European Union.

This report does not constitute the statutory report on the consolidated financial statements that will ultimately be issued and which will comprise,
in accordance with paragraph 2 of Article L. 823-9 of the French Commercial Code, a justification of our assessments and comments on the
specific procedures provided by the law, with respect to the Group management report, and any observations we may have on the Chairman's
report on internal control procedures.

Any events subsequent to the date of this report will be taken into account.

Neuilly-sur-Seine and Paris-La Défense, March 8, 2007.

The Statutory Auditors

Deloitte & Associés KPMG Audit
Département de KPMG SA
Jean-Paul Picard Antoine de Riedmatten Patrick-Hubert Petit Hervé Chepin

This is a free translation inio English of the statutory auditors' report issued in the French language and is provided solely for the convenience of
English speaking readers. The statutory auditors' report includes for the information of the reader, as required under French law in any auditors'
report, whether qualificd of not, an explanatory paragraph separate from and presented below the audit opinion discussing the auditors' assessment
of certain significant accounting and auditing matters. These assessments were considered for the purpose of issuing an audit opinion on the
consolidated financial statements taken as a whole and not to provide separate assurance on individual account caption or on information taken
outside of the consolidated financial statements. Such report should be read in conjunction and construed in accordance with French law and
French auditing professional standards.
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Parertt company financial statenents

®
L ]
Parent company financial statements
o
The company financial statements are prepared in accordance with the provisions of French Accounting
Regulation Committee (CRC) Regulation No. 99.03 of April 29, 1999 on the amendment of the General Chart
of Accounts and the new accounting rules concerning regulated assets, CRC Regulation No. 2002-10,
| as amended by CRC Regulation No. 2003-07 and CRC Regulation No. 2004-06.
: ® The application of the new regulations had no impact on equity as of January 1, 2005
PARENT COMPANY BALANCE SHEET
As of December 31, 2006, 2005 and 2004
. Assets
non-current assets
Investments in operating companies 4,041.6 41314 41259
Investments in intermediary holding companies 5,639.1 36780 37137
Other long-term investments 29 16.3 25.9
QOther non-current assets 5.7 6.7 7.2
Total non-current assets 9,689.3 7,834.3 T.872.7
. Current assets
Receivables @@ 179.6 313.9 198.7
Marketable securnities 67.4 64.3 3458
Cash 6.7 714.7 732.0
Total current assets 253.7 1,092.9 1,276.5
Total assets 9,843.0 8,927.2 9,148.2
. (1} ofw due within less than one pear: 0.0 13.8 04
(2) o/w duc after more than one year: 7.9 159 0.0
(3) o/w concerning associates: 24.8 18L5 28.5
Liabilities and shareholders’ equity .
[ 3 mphtaTe m 2000 %ﬁ]
@ Shareholders’ equity
Share capital 513.5 481.8 489.7
Raserves 47345 3,903.2 3,803.8
Net income for the year 840.7 506.8 559.5
Total shareholders' equity 6,088.7 4,891.8 4,853.0
Provisions for contingencies and losses 1572 80.5 144.1
. Liabilities
Canvertible bonds " 149.2 1,228.7 1,228.7
Bonds " 25500 2,250.0 2,454.0
Cther bomowings 905.5 240.2 288.8
Other liabilities @A 92.4 236.0 180.6
3,607 3,954.9 4,152.1
Total liabilities and shareholders’ equity 9,943.0 8,927.2 9,140.2
. (1) ofw duae within Less chan one pear: 2,150.0 3,478.7 3,307.7
{2) o/w due after more than one year: L4 38 L3
(3) o/w concerning associatcs: 276 0.0 0.0
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e d Paremt conmipany financial statements

PARENT COMPANY INCOME STATEMENT AND STATEMENT OF CASH FLOW

For the years ended December 31, 2006, 2005 and 2004

Income statement

(e mits | 2006 | A s |
Net operating income {8.6) {13.9) {21.6)
Dividends received 758.1 483.2 541.8
Other financial income and expenses (102.7) (135.1) (113.3)
Net financial income 655.4 348.1 428.5
QOperating income before non-recurring items and tax 646.8 334.2 406.9
Non-recurring items 116.4 373 70.7
Employee profit-sharing (1.4) {1.3) {1.3)
Tax consolidation benefit 1014 2455 1074
Income lax (22.2) (108.9) (24.2)
Net income 840.7 506.8 559.5
Statement of cash flow

Dividends received 758.1 483.2 541.8
Interest gn borowings {114.3) {135.3) (139.5)
Income tax 78.9 136.6 83.2
Cancellation of 2,000,000 treasury shares (162.4)

Other 37.6 {135.8) {131.5)
Net cash from operating activities 760.3 186.3 354.0
{Acquisitions)/disposal of operating assets 30 20 (3.4}
Change in investments 2,094.8) (27.4) (2,096.6)
Net cash used in investing activitles (2,091.8) (25.4) [2,100.0)
Change in borrowings 232.6 (161.0) (20.8)
Share capital increase " 719.6 0.6 1.4
Exit Tax (5.0
Dividends paid by PPR (325.6) (299.3} (278.9)
Net cash from/{used in) financing activities 626.6 {459.7} (303.3)
Net change in cash and cash equivalents (704.9) (298.8) {2,049.3)
Cash and cash equivalents at the beginning of the year 779.0 1,077.8 3,1271
Cash and cash equivalents at the end of the year 741 779.0 1,077.8

(1) Of which € 719.6 million with no impact on cash movements in 2006,
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Office of International Corporate Finance

Division of Corporation Finance

Securities and Exchange Commission
Judiciary Plaza

450 Fifth Street, N.W.
Washington, D.C. 20549

PPR (formerly named Pinault-Printemps-Redoute S.A;):
Submission Pursuant to Rule 12g3-2(b)(iii)

Ladies and Gentlemen:
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By letter dated April 27, 2001, on behalf of our client PPR (formerly named
Pinault-Printemps-Redoute S.A.) (the “Company™), we made a submission to the Securities and
Exchange Commission (the “SEC”) in order to establish the Company’s exemption from the
registration requirements of Section 12(g) of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”), pursuant to Rule 12g3-2(b) promulgated under the Exchange Act. We are
furnishing this letter and the enclosed documents on behalf of the Company in order to maintain
such exemption and to comply with the requirements of Rule 12g3-2(b)(iii) of the Exchange Act.

Pursuant to Rule 12g3-2(b)(4), the information contained in, and the documents
enclosed with, this letter are not deemed “filed” with the SEC or otherwise subject to the
liabilities of Section 18 of the Exchange Act. Furthermore, pursuant to Rule 12g3-2(b)(5),
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neither this letter nor the furnishing of such information and documents will constitute an
admission for any purpose that the Company is subject to the Exchange Act.

The information set forth below is a summary of documentation which the
Company has made public pursuant to French law or stock exchange rules, filed with a stock
exchange (and which was made public by that exchange) and/or distributed (or made available
for distnbution) to its securities holders:

1. On January 25, 2007, the Company issued a press release announcing its sales results for
2006. A copy of the English language version of this press release is furnished as
Appendix A to this letter.

2. Also on January 25, 2007, the Company made a presentation on an investor conference
call regarding its sales results for 2006. A copy of the English language version of this
presentation is furnished as Appendix B to this letter.

3. In March 2007, the Company issued its 2006 Financial Document. A copy of the English
language version of this document is furnished as Appendix C {o this letter.

4. On March 6, 2007, the Company issued a press release announcing the entry into
exclusive negotiations to sell its subsidiary Kadeos to Accor. A copy of the English
language version of this press release is furnished as Appendix D to this letter.

5. On March 8, 2007, the Company issued a press release announcing its 2006 annual
results. A copy of the English language version of this press release is furnished as
Appendix E to this letter.

6. Also on March 8, 2007, the Company made a presentation regarding its 2006 annual
results. A copy of the English language version of this presentation is furnished as
Appendix F to this letter.

7. On March 30, 2007, the Company issued a press release announcing the finalization of
the sale of Kadeos to Accor and the sale of the Company’s remaining stake in France
Printemps. A copy of the English language version of this press release is furnished as
Appendix G to this letter.

8. On April 10, 2007, the Company issued a press release announcing that it acquired a
controlling stake in PUMA and announcing the launch of a friendly takeover offer for
PUMA. A copy of the English language version of this press release is furnished as
Appendix H to this letter.

9. On April 26, 2007, the Company issued a press release announcing its sales results for
the first quarter of 2007. A copy of the English language version of this press release is
furnished as Appendix 1 to this letter.
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10.  On May 14, 2007, the Company issued a press release announcing that its subsidiary had
officially published the offer document for the voluntary takeover offer for PUMA. A
copy of the English language version of this press release is furnished as Appendix J to
this letter.

11.  OnJune 15, 2007, the Company issued a press release announcing the approval of its
takeover of PUMA by the European and US antitrust authorities. A copy of the English
language version of this press release is furnished as Appendix K to this letter.

12. OnJune 19, 2007, the Company issued a press release announcing the election of
Francois-Henri Pinault as Chairman of the Supervisory Board of PUMA. A copy of the
English language version of this press release is furnished as Appendix L to this letter.

13, On June 27, 2007, the Company issued a press release announcing the expiration of the
initial acceptance period of the Company’s offer for PUMA and that the Company held a
33.2% stake in PUMA. A copy of the English language version of this press release is
furnished as Appendix M to this letter.

14. On July 26, 2007, the Company issued a press release announcing its sales results for the
second quarter of 2007. A copy of the English language version of this press release is
furnished as Appendix N to this letter.

15.  On August 31, 2007, the Company issued a press release announcing its results for the
first half of 2007. A copy of the English language version of this press release 1s
furnished as Appendix O to this letter.

16. On November 1, 2007, Redcats USA, a subsidiary of the Company, issued a joint press
release with United Retail Group, Inc. announcing that the Redcats USA had completed
its all cash tender offer for United Retail Group. A copy of the English language version
of this press release i1s furnished as Appendix P to this letter.

17. On November 6, 2007, the Company issued a press release announcing its results for the
third quarter of 2007. A copy of the English language version of this press release is
furnished as Appendix Q to this letter.

* * * * *
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If the SEC has any questions or reguires any further information, please contact
the undersigned at (212) 403-1331 or David A. Katz, also of this office, at (212) 403-1309.
Finally, I would greatly appreciate your acknowledging receipt of this letter and the enclosure by
stamping the enclosed copy of this letter and returning it to me in the enclosed self-addressed,
stamped envelope.

Very truly yours,

e LGS

Joshua R. Cammaker

Enclosure
cc: Michel Friocourt
PPR
David A. Katz

Wachtell, Lipton, Rosen & Katz
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PPR: REVENUES INCREASE BY
5.9% IN 2006

+ Retail held up well: up 3.3%

¢ Excellent performance in Luxury Goods: up 17.6%

In 2006, PPR posted revenues from continuing operations of € 17.9 billion, up by 5.9% on an
actual basis and up by 4.8% on a comparable basis on 2005. Revenues outside France rose
by 8.6% and accounted for 55% of the Group’s total sales.

In the fourth quarter, total Group sales increased to € 5.4 billion, up by 3.2% on an actual
basis and up by 2.2% on a comparable basis on the fourth quarter of 2005.

Frangois-Henri Pinault, Chairman and Chief Executive Officer of PPR, stated: “2006 marked
another year of sustained growth at PPR, which recorded a 5.9% increase in revenues. All
the Luxury Goods brands continued to outperform their markets, due to the talent of the
designers and the brands strong positioning. Our Retail companies are holding up well in a
challenging environment, thereby enabling the Retail division to post an estimated recurring
operating margin® for 2006 which is slightly better than one year earlier.”

{in € million} Change Change

According to IFRS 2006 Actual Comparable ¥ | Q42006 | Actual Comparable i
Retail 14,365 +3.3% +2.0% 4,336 +0.6% -0.5%
Luxury Goods 3,568 +17.6% +18.1% 1,038 +15.3% +15.7%
Inter-company sales and other -2 ns ns - ns ns
PPR 17,931 +59% +4.8% 5374 +3.2% +2.2%

() On a comparable basis in terms of Group scope and exchange rates — Luxury Goods over 52 weeks

* The “Recurring Operating Income Margin®is defined as the ratio: Recurring Operating income / Revenues.



Retail

Revenues in the Retail division were virtually stable in the fourth quarter, down by
0.5% on a comparable basis, and up by 2% for the full year. The fourth quarter was marked
by weaker consumption in France and a continued sluggish consumer climate in [taly.
Moreover, the end of the year also suffered from adverse weather conditions and a
challenging environment in October.

In 2006, the Group confirmed its leading position in e-commerce with online sales of € 1.6
billion, up 23% over the year.

Fnac posted a strong performance with a 4% increase in full-year revenues and a 1.1%
increase in the fourth quarter, despite an unfaveurable calendar effect. In France, Fnac once
again saw a significant increase in sales of technical products, up 4.5%, especially over the
Christmas period (+6.4% in November-December). There was strong growth in online sales
at Fnac.com, up 16.4% and the resuits from the first out of town store at Bordeaux Lac beat
expectations. Fnac continued to grow successfully outside France with an 11% increase in
revenues in the fourth quarter. Double-digit growth was recorded in Spain, Italy, Portugal and
Brazil. In 20086, sales outside France accounted for 25% of total revenues at Fnac. In 2007,
the company will open 4 new stores in France, including 3 out of town stores, and ten stores
in the main European countnies where Fnac is present.

Fourth quarter revenues al Conforama were down by 3.8%, mainly due to a negative
calendar effect, however full-year revenues rose by 1% on a comparable basis and by 4.3%
on an actual basis in 2006. The company continued to update its concept and optimise its
product offering despite a particularly challenging environment during the quarter, especially
in France and Mtaly. In France, high-margin preducts such as bedroom fumiture {up 15%),
kitchens (up 3%) and decorative items {up 7%) posted strong growth. Excluding ltaly, where
the conversion of Emmezeta stores into Conforama is beginning to pay off, sales outside
France rose by 1.7%. In 2007, the company plans to renovate 22 stores and open 5 new
stores outside France.

Redcats Group outperformed all its competitors in the fourth quarter despite a 3.5% falt in
revenues on a comparable basis and a 1,1% increase on an actual basis. The quarter was
negatively impacted by the unusually mild weather conditions and sfiffer competition from
high street retailers. The company is pushing ahead with the substitution of its traditional
business model for a multi-specialist, multi-channel model based on strong brands. Redcats
confirmed its leading position in e-commerce in the fourth quarter, with on-line safes in 2006
increasing by 18% to account for 36.5% of the company’s home shopping revenues.

CFAO finished 2006 with an outstanding fourth quarter, with revenues up by 8.1% on a
comparable basis. On an actual basis, revenues fell slightly (-0.3%) following the disposal of
a pharmaceuticals subsidiary in Egypt. CFAO revenues were up by almost 10%, due mainly
to a favourable economic environment and the strong performance in sub-Saharan Africa.
Automotive sales climbed by 11% in the fourth quarter, with particularly strong gains in sub-
Saharan Africa (up 18%) and North Africa (up 21%). The Eurapharma heatthcare division
continued to grow and was up 2.3%. CFAO has recenily signed new partnerships in the
Automotive business {Nissan in Nigeria, Chevrolet in New Caledonia, BMW in Algeria) and is
expanding its pharmaceutical business into new countries.



Luxury Goods

The Luxury Goods division continued to outperform the market and once again posted very
strong growth. Gucci Group recorded a 15.7% increase in fourth-quarter revenues on a
comparable basis and an 18.1% full-year increase. As in the previous quarter, double-digit
growth was recorded across all geographic regions, in particutar Japan, up 11%, and in
virtually all product categories.

Gucci sales, excluding Timepieces, rose strongly, up by 14.8% in the fourth quarter and
posted a significant increase, up 18.8% at the end of 2006. The repositioning of the
Timepieces business continued in the fourth quarter. The main product categories to post
further sharp increases were: leather goods (up 17%), ready-to-wear (up 15%} and shoes (up
20%). The brand continued to expand its store network, with a total of 219 directly-operated
stores at the end of 20086. In 2007, Gucci plans to open 7 new stores, mainly in the Asia-
Pacific region. The new ready-to-wear collections again drew an extremely favourable
response from the press.

Bottega Veneta again delivered excellent results, recording growth of 66% in the fourth
quarter, in leather goods, ready-to-wear and shoes. The brand had a record year with full-
year growth of almost 70% in 2006. All the geographic regions posted very strong growth,
and in particular Japan, the company's core market. In the fourth quarter, the brand opened
three new stores, and had a total of 97 directly-operated stores. In January, Bottega Veneta
recently opened its first Chinese store, in Shanghai, and plans to open ten stores worldwide
in 2007,

Yves Saint Laurent confirmed the positive trends observed in the previous quarters with
growth of 22.3% in the fourth quarter. The brand was up 19.1% for the year. The strongest
increase was in leather goods, driven by the success of the Muse, Rive Gauche, reversible
Double and Downtown bags. All the geographic regions posted strong growth, in particular
Asia-Pacific excluding Japan (up 44%). The brand’s new collections received a very
favourable welcome from both the press and buyers.

YSL Beauté posted a 2.9% increase in revenues in the fourth quarter and a 3.0% increase
for the full year. The company is now focusing on the development of its priority brands and
strategic markets. Excluding non-priority licence agreements which have been terminated or
sold, revenues rose by 5% in the fourth quarter and by 4.2% for the fulf year. |n the fourth
quarter, sales were driven by Yves Saint Laurent products and Steffa McCartney fragrances.
At the start of 2007, YSL Beauté will launch two new Yves Saint Laurent cosmetics products
and a Stella McCarney beauty care line.

The other brands once again recorded very strong sales growth. Sales rose by 35.9% in the
fourth quarter and were up by 30.3% for the full year. In the fourth quarter, Alexander
McQueen, Balenciaga, Boucheron and Stella McCartney posled remarkable double-digit
growth and Sergio Rossi achieved a record year in 2006.

Estimated financial data for the year 2006 are in the process of being audited by the statutory auditors.
They were examined by the Board of Directors at its meeting on January 18, 2007. The financial
statements at December 31, 2006 will be approved by the PPR Board of Directors on March 7, 2007.



CONFERENCE CALL
PPR will hold a conference call for analysts, investors and journalists: at 3 pm (Continental

Europe)/ 2 pm (United Kingdom); 9 am (East Coast time, USA), on Thursday January 25,
2006.

EUROPE: +33 (0)1 70 99 42 82
Replay: +33 (0)1 71 23 02 48

UK: +44 (0)20 7365 1851
Replay: +44 (0)20 7806 1970

USA: +1 718 354 1152
Replay: +1 718 354 1112

Replay access code: 3758649 # (until February 5, 2007)

To PODCAST the conference call: www.ppr.com

PRESENTATION

The slides (PDF format) will be available before the conference call at www.ppr.com

About PPR

PPR is a global player in Retall and Luxury Goods, with approximately 84,000 employees in 74
countries. Through its Retail businesses Redcats, Fnac, Conforama and CFAQ, and the Luxury brands
of Gucci Group (Gucci, Boftega Veneta, Yves Saint Laurent, YSL Beauté, Balenciaga, Boucheron,
Sergio Rossi, BEDAT & CO, Alexander McQueen and Stella McCartney), PPR generated sales of EUR
17.9 billion in 2006. PPR shares are listed on Euronext Paris (# 121485, PRTP.PA, PPFP). For more

information: www.ppr.com

CONTACTS

Press: Peggy Nahmany +33 (0)1 4564 6506
pnahmany{@ppr.com

Catherine Malek +33 (0)14564 61 20

cmalek@ppr.com

Analysts/Investors: Alexandre de Brettes +33 (0)1 4564 61 49
adebrettes@ppr.com

Website WWW.DpPr.cOm



Appendix 1: Sales in Q4 and in full year 2006

{in € milfion) Change Change Change Change
Acconding to IFRS 2006 2005 Actual Comparable " | Q42006 Q42005 | Actual Comparable ()
Fnac 45380 43541 +4.2% +4.0% 1,593.9 157701 +1.1% +1.1%
Conforama 32149 31400 +43% +1.0% 8448 9456 -0.1% -3.8%
Redcats 43322 A3N73] -10% -2.9% 1,403 122697 +11% -3.5%
CFAQ 22194 20343 +91% +8.7% 5574 5592 -0.3% +8.1%
Retail 14,3645 139057 +33% +2.0% 43364  4308.7 +0.6% -0.5%
Gucci 21009  1,8071| +16.3% +16.8% 606.7 53931 +125% +12.5%
Bottega Venela 266.9 159.7| +67.2% +68.7% 80.9 .49.2] +64.4% +65.8%
Yves Saint Laurent 1936 162.0| +19.5% +19.1% 56.0 443 +26.3% +22.3%
YSL Beauté 626.3 6114 +24% +3.0% 1942 1919] +1.2% +2.9%
Other brands 3805 2942| +29.3% +30.3% 100.5 756| +32.9% +359%
Luxury Goods 35682  3,0344| +176% +18.1% 1,038.3 9003| +153% +15.7%
Intercompany sales and other -1.8 -2.2 ns ns 0.3 -1.1 ns ns
PPR - Continued activities 17,9309 169379 +59% +48% 537144 52079 +3.2% +22%
Disconlinued activities @ 553.6 8278 25 256.5

1% On a comparable basis in terms of Group scope and exchange rates - Luxury Goods over 52 weeks

@ Maindy France Printemps for 509 M in 2006 (fully consolidated until September 30, 2006).
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Appendix 2: Sales by region - Retail

Fnac
(in € milfion) Change Change Change Change
According to IFRS 2006 2005 Actual Comparable ™ | Q42006 Q42005 ; Actual ComparableV
France 33936  33N7 +2.2% +2.2% 12008 1,221.2 -1.7% -1.7%
Spain, Portugal, Belgium 815.0 7401 +10.1% +10.1% 2798 25401 +10.2% +10.2%
Brazil, Switzerland, lfaly 3294 2023 +127% +99% 1133 1018] +11.3% +11.8%
International 1,1444 10324 +108% +10.1% 393.1 3558 +10.5% +10.6%
TOTAL 4,538.0 43541 +4.2% +4.0% 15938 15770 +11% +1.1%

Conforama
{in € million) Change Change Change Change
According to IFRS 2006 2005 Actual Comparable ™ § Q42006 Q42005 | Actual  Comparable ("
France 22708 21261 +6.8% +18% 660.5 650.2| +1.6% -4.0%
ltaly 4887 518.9 -58% -5.8% 1374 149.5 -81% -8.1%
Switzerland 238.0 2328 +2.3% +4.0% 69.6 69.1 +0.7% +3.5%
Other countries 2774 2624 +57% +52% 773 76.8 +0.7% +0.3%
International 10041 1,0139 -1.0% -0.7% 284.2 2954 «3.8% -3.3%
TOTAL 32749 31400 +4.3% +1.0% 944.8 945.6 -0.1% -3.8%

Redcats
{in € milfion) Change Change Change Change
According to IFRS 2006 2005 Actual Comparable™ | Q42006 Q42005 ; Actual  Comparable "
France 20092 20643 -21% -2T% 547.0 562.2 -2.7T% -2.7%
United Kingdom 4827 531.5 -92% -9.5% 151.6 166.4 -8.9% -9.7%
Scandinavia 3499 359.1 -26% -28% 89.5 83.0 -38% -54%
United States 11930 1,1287 +57% -15% 376.0 3209| +140% -25%
Other countries 2974 2937 +1.3% +16% 76.2 754 +1.1% +1.7%
International 23230 2,313.0 +0.4% -31% 693.3 664.7 +4.3% -41%
TOTAL 43322 4371713 -1.0% -29% 12403 12269 +1.1% -3.5%
Total excl. Movitex
Germany, The Store and 4331.3  4,349.9 -0.4% -2.3% 1,240.3 1,2253| +1.2% -3.4%
Sears

-1 On a comparable basis in terms of Group scope and exchange rates
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Appendix 3: Sales — Luxury Goods

Gucci Group

Breakdown by region

{in € miltion) Change Change Change Change
According to IFRS 2006 2005 Actual Comparable( | Q42006 Q42005 | Actual Comparable
Europe 1,501.0 1,256.3( +19.5% +18.6% 439.0 3662 +19.9% +16.9%
North America 7124 5948 +19.8% +18.5% 216.3 1837 +17.8% +15.6%
Japan 582.7 557.0 +4.6% +12.1% 174.4 1754 -06% +10.9%
Asia-Pacific excl. Japan 607.0 4761 +27.5% +25.3% 165.8 1341 +236% +20.6%
Other countries 4738 479 -0.2% +0.4% 120 131 -82% -51%
Royatties and other 117.3 1023 +147% +14.8% 30.8 218| +109% +12.1%
TOTAL 3,568.2 30344| +17.6% +18.1% 1,038.3 9003 +15.3% +15.7%

Gucci brand

Breakdown by product category

{in € million) Change Change Change Change
According to IFRS 2006 2005 Actual  Comparable® | Q42006 Q42005 | Actual Comparable !
Leather Goods 1,166.7 98181 +18.8% +19.5% 3359 2879 +164% +16.6%
Shoes 280.8 2298| +222% +21.3% 743 60.6| +22.6% +19.6%
Ready-to-wear 262.5 2212| +186% +18.8% 763 655| +16.5% +15.0%
Royalties and other products 3909 3743 +4.4% +5.7% 121.0 1253 -3.5% -1.6%
TOTAL 21009 1,8071] +16.3% +16.8% 606.7 5393 +12.5% +12.5%

1} On a comparable basis in terms of Group scope and exchange rates - Luxury Goods over 52 weeks
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PRESS RELEASE

PPR announces the sale of Kadéos to Accor

PPR today announced that it has received a EUR 210 million offer from Accor for its
subsidiary Kadéos.

PPR has accepted this offer and entered into exclusive negotiations with Accor in order to
finalize the preparation of the legal documentation for the transaction, which is expected to
close in or around mid-March.

Kadéos designs and sells a wide range of gift vouchers and cards which can be used in
over 82 companies and retail banners. Kadéos is present in two markets: B to B, serving
Management teams and Works councils, and B to C for consumers. Gift vouchers and
cards are sold in 6,500 points of sale, and can be used in over 1,000 sales outlets and
3,000 parcel delivery outlets in France, as well as for intemet and mail-order purchases.
Kadéos is present in six European countries: France, ltaly, Spain, Belgium, Luxembourg
and Portugal. ;

In 2006, Kadeos issued EUR 336 million in gift vouchers and cards in and outside France.

Francois-Henri Pinault, PPR’'s Chairman and Chief Executive Officer, said: “This
transaction represents an exceptional opportunity for PPR in operating and financial terms,
thanks to a partnership with Accor in France and abroad. It enables us lo give to a
recognized leader in the sector responsibility for our gift cards and vouchers, while
maintaining the commercial agreements between Kadéos and the PPR group’s retaif
aclivities”.

Leonardo has advised PPR in connection with this transaction.

About PPR

PPR is a global player in Retail and Luxury Goods, with approximately 84,000 employees in 74
countries. Through its Retail businesses Redcats Group, Fnac, Conforama and CFAQ, and the
Luxury brands of Gucci Group (Gucci, Bottega Veneta, Yves Saint Laurent, YSL Beauté, Balenciaga,
Boucheron, Sergio Rossi, BEDAT & CO, Alexander McQueen and Stella McCartney), PPR generated
sales of EUR 17.9 billion in 2006. PPR shares are listed on Euronext Paris (# 121485, PRTP.PA,
PPFP). For more information: www.ppr.com

CONTACTS

Press: Catherine Malek +33 (0)1 4564 61 20
cmalek@ppr.com

Analysts/Iinvestors: Alexandre de Brettes +33 (0)1 45 64 61 49
adebrettes@ppr.com

Website: WWW.ppr.com
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2006 Annual Results

Very satisfying 2006 performance:
strong momentum in Luxury Goods, solid growth in Retail

+ Sharp growth in recurring operating income: +20%
» Free cash flow from operations up to record level, over €1 billion

= Strong growth in Group share of net income from continuing operations
excluding non-recurring items: +31.5%

Frangois-Henri Pinault, Chairman and Chief Executive Officer of PPR, stated, “With a
remarkable increase in net income, PPR once again demonstrates the efficiency of its
business model. This performance highlights the sound positioning of our Retail activities
and the quality of our Luxury Goods portfolio. Qur ambition for 2007 is to further improve
the Group's operating and financial performances and to significantly improve value

creation”.

(in euro million) 2006 2005 Change
Revenues 17,931 16,938 +5.9%

Recurring operating income 1,275 1,063 +19.9%
as a % of revenues 7.1% 6.3% +0.8 pt

Nel income attributable to equity holders of the parent 685 535 +28.0%
Group share of net income from continuing

operations excluding non-current items 698 531 +31.5%

PPR posted 2006 revenues of €17,931 million, up nearly 6% over the prior year.
Revenues outside France rose by 8.6% compared to 2005 and accounted for 55% of the
Group's total sales.




Recurring operating income

(in euro million) 2006 2005 Change
Luxury Goods 565 392 +44.2%
as a % of revenues 15.9% 12.9% +3.0 pts
Retail 759 729 +4.1%
as a % of revenues 5.3% 5.2% +0.1 pt
Holdings and others (49) (58) ns
Recurring operating income 1,275 1,063 +19.9%
as a % of revenues 7.1% . 6.3% +0.8 pt

Group recurring operating income came out at €1,275 million, up nearly 20% over
2005. The Group’s operating margin increased significantly, by 0.8 point, to 7.1% of
revenues.

The strong increase in recurring operating income reflects the remarkable performance of
the Luxury Goods division and satisfactory results in Retail in 2006. Luxury Goods now
account for nearty 43% of recurring operating income, compared to 35% in 2005,

Luxury Goods

Recurring operating income of PPR's Luxury Goods activiies increased by 44% to
€565 million. The excellent performance of Gucci Group reflects the success of ils
collections and the strong operating leverage of ils brands, which all posted improved
results. Operating margins were up sharply, in particular at Guceci (up 2.2 points to over
29%), Bottega Venela {to 20.5%) and YSL Beauté (+2.3 points to 5.2%). The Yves Saint
Laurent brand posted a significant improvement in performance, while together the "Other
brands” posted their first profit, notably with a return to profitability for Boucheron.

Retail

Recurring operating income of the Retail activities increased by 4.1% to €759 million,
with operating margin up slightly at 5.3%. The increase in operating income is primarily
due to strong growth at Fnac and CFAQ. Fnac in particular improved its operating margin
by 0.3 point while the other retail companies succeeded in maintaining profitability levels
at or close to those achieved in 2005. All companies strengthened their positions in
France and recorded very satisfactory performances overseas. Moreover, the Group
once again confirmed its leadership in e-commerce, combining strong growth in sales
and satisfactory profitability.

Net income

Group share in net income totaled €685 mitlion, up 28% over 2005. This impressive
growth reflects the significant improvement in the Group's operating performance, as well
as lower financia! expenses and tight control of tax charges.

Group share in net income from continuing operations excluding non-recurring
items amounted to €698 million, a sharp 31.5% rise. Net earnings par share were up
28.6% at €5.75.



Financial structure

Free cash flow from operations exceeded the €1 billion mark (€1,070 million), posting
an increase of 16.6% (€153 million) over 2006.

{(in euro million) 2006 2005 Change
Capital employed 12,332 12,718 (386)
Netl assets held for sale 254 254
Shareholders' equity " 9,125 8,134 991
Net indebtedness 3,461 4,584 {1,123}
) ofw Group share 8,971 7,985 986

Capital employed fell by 3% over the year. Net assets heid for sale are related to the
balance of the Printemps shares which will be transferred in 2007.

Shareholders’ equity stood at €9,125 million, up €991 million on December 31, 2005.
Net indebtedness stood at €3,461 million at the end of 2006, down by a significant
€1,123 million from the previous year, notably due to the early conversion of the Océane
2003 bonds.

The very sharp drop in Group net indebtedness, down by nearly 25% at the close of the

financial year, considerably strengthens PPR's financial structure, with debt-to-equity
ratio significantly improved in 2006.

Dividends
At the General Shareholders’ Meeting of May 14, 2007, PPR's Board of Directors will

recommend a dividend of €3.00 per share, up by mare than 10% compared to the
previous year. Once approved, the dividend will be paid on June 1, 2007.

Subsequent events

On March 6, 2007, PPR announced that the Group had received and accepted an offer
from Accor for the acquisition of Kadéos for € 210 million. This transaction should be
completed around mid-March 2007.

Outlook

Business trends in January and February 2007 were slightly higher than in the fourth
quarter of 2006 in Retail and broadly in line in Luxury Goods

The Group is forecasting further improvements in performance for 2007, through
continued implementation of current action plans in both Retail and Luxury Goods, where
the pace of the store network renovation program will be further stepped up in 2007.

The Group’s consolidated financial statements (as at December 31, 2006) are available
at www.ppr.com




PRESENTATION

You may atiend the presentation of the 2006 Full Year resulls today at 8.30 am Paris
time.

A live videocast (Real and Windows Media Player formats) as well as the presentation
slides (PDF) will be available from 8.30am Paris time at www.ppr.com. A replay will be
available later in the day.

You will also have the opportunity to podcast the presentiation at www.ppr.com later in
the day.

About PPR

PPR is a global player in Retfail and Luxury Goods, with approximatelty 78,000 employees in 75
countries. Through its Retail businesses Redcats Group, Fnac, Conforama and CFAQ, and the
Luxury brands of Gueci Group {Gucci, Bottega Veneta, Yves Saint Laurent, YSL Beauté, Balenciaga,
Boucheron, Sergic Rossi, BEDAT & CO, Alexander McQueen and Stella McCariney), PPR
generated sales of EUR 17.9 billion in 2006. PPR shares are listed on Euronext Paris (# 121485,
PRTP.PA, PPFP). For more information: www.ppr.com

CONTACTS

Press: Catherine Malek +33 (0)1 4564 61 20
cmalek{@ppr.com

Analysts/Investors: Alexandre de Brettes +33 (0)1 4564 61 49
adebrettes@ppr.com

Emmanuelle Marque +33 (0)1 45 64 63 28

emarque r.com

Website: wWww.ppr.com
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PPR acquires a controlling stake in PUMA and
announces the launch of a friendly takeover offer

PPR announces today that it has entered, through its subsidiary SAPARDIS, into an
agreement with Mayfair Beteiligungsfondsgesellschaft | mbH to acquire its 27.1% stake in
PUMA for EUR330 per share in cash excluding the 2006 dividend of EUR2.5 per share,
implying a total consideration of EUR1.4 billion. Following this acquisition, PPR intends to
launch a friendly takeover offer in cash on the remaining outstanding PUMA shares at the
same price of EUR330 per share. The offer price values PUMA at EURS5.3bn (equity
value), implying a 24% premium on the undisturbed one-month weighted average share
price (as of April 3%).

The Management Board of PUMA fully supports this friendly transaction and intends to
recommend the offer after reviewing the offer document.

Highlights

« PUMA is a leading gtobal sportlifestyle company with EUR2.4bn sales and a
world-class management

« PPR’s porifolio of leading premium consumer and luxury brands creates a
unique environment for PUMA's development

» Consistent with PPR’s strategy to strengthen its portfolio with higher
growth and higher margin businesses

« An opportunity for PUMA to access PPR’s core skills and group resources
to support its development

« PPR has agreed to acquire Mayfair's 27.1% stake in PUMA for EUR330 per
share

e Agreed cash tender offer for remaining shares at same price, implying a
24% premium over one-month average undisturbed share price

« Friendly offer with full support by PUMA’s Management Board

Commenting on the transaction, Frangois-Henri Pinault, Chairman and CEO of PPR,
said: “f am delighted to have reached an agreement with Mayfair supported by PUMA
which creates the basis for a combined future for our two Groups. This friendly
transaction represents an exciting development for PPR and a milestone in our strategy
of profitable growth. | am confident that PPR is the ideal partner lo support PUMA in its
cumrent development phase to become a global iconic sportlifestyle company.”

Jochen Zeitz, Chairman and CEQ of PUMA AG, said: "As we continue the execution of
our Phase 1V strategy, we are convinced that PPR’s proposal is a unique opportunily to
get additional long term support to achieve our global targets and our mission to become
the most desirable sportlifestyle company in the world. My colleagues and | have carefully
considered this proposal by PPR and subject to review of the offer document we will
recommend it to our shareholders. We strongly believe that this friendly transaction is in
the best interests of the company and that the offer price is fair to all PUMA
shareholders."



Transaction Benefits

PPR’s strategy is based on achieving superior growth through a focus on international
expansion, global brands and retail operations. The ambition is to strengthen PPR's
portfolio with higher growth and higher margin businesses and the PUMA transaction is
entirely consistent with these strategic priorities.

PUMA is a leading company in the sportlifestyle market with a strong international
presence and an attractive financial profile. The PUMA brand is product driven, consumer
focused with a high global recognition, and therefore fits perfectly within PPR’s global
brand portfolio. PUMA’s historical performance has been driven by a highly-skilled
management and PPR believes that this team will find additional resources within the
PPR group and in particular to:

» Enhance multi-channel route-to-market and international roll-out
« Access PPR's in-house design and sourcing skills to expand high end product lines

« Enhance operational and financial performance throughout PUMA’s activities and
regions, benefiting from sharing best practice

« Benefit from PPR's experience in managing mulliple brands while maximizing the
value of each individual brand

Offer details

PPR has signed an agreement with Mayfair for the acquisition of its 27.1% stake in
PUMA, for EUR330 per share in cash excluding the 2006 dividend of EUR2.5 per share
(to be paid on April 12), implying a total consideration of EUR5.3 billion (assuming 100%
acceptance).

Following the acquisition of Mayfair's stake, PPR intends to launch an agreed takeover
offer in cash on the remaining outstanding PUMA shares at the same price of EUR330
per share. This price represents:

« A strong premium on the ane-month undisturbed weighted average share price (April 3,
2007) of 24%

« An enterprise value of EUR4.9 billion implying a 2006 EV/EBITDA multiple of 12.2x and
a 2006 EV/EBIT multiple of 13.4x.

The transaction will have positive financial impacts on PPR including enhanced sales
growth, profitability and EPS accretion.

The PUMA Management Board has indicated its unanimous support to the proposed
offer. It intends to confirm its support following review and examination of the offer
document in accordance with German takeover laws.

The transaction (block acquisition and takeover offer) will be 100% cash financed through
existing and new debt facilities. Following the acqguisition, PPR estimates the pro forma
2007¢e net debt / EBITDA ratio will be 3.5x (assuming 100% acceptance) and its financial
discipline will allow the company to maintain its investment grade rating.

Timetable

In accordance with German takeover laws, PPR has published a statutory announcement
of a voluntary public 1akeover offer and intends to issue the offer document describing the
details of the offer to PUMA’s shareholders, following approval by the German regulator
Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin) which is expected in May. PUMA
shareholders will then be able to tender their shares for a period of five weeks. PPR
anticipates to complete the offer in early July.



The transaction is subject to EU antitrust clearance and other customary conditions and
regulatory approvals expected by beginning of June. It is expected that upon EU
clearance, three members of the PUMA Supervisory Board will be succeeded by three
representatives of PPR.

PPR is being advised by Goldman Sachs, Rothschild & Cie and Freshfields Bruckhaus
Deringer on this transaction.

About PPR

PPR is a global player in Retail and Luxury Goods, with approximately 78,000 employees
in 75 countries. Through its Retail businesses Redcats Group, Fnac, Conforama and
CFAO, and the Luxury brands of Gucci Group (Gucci, Bottega Veneta, Yves Saint
Laurent, YSL Beauté, Balenciaga, Boucheron, Sergio Rossi, BEDAT & CO, Alexander
McQueen and Stella McCartney), PPR generated sales of EUR 17.9 billion in 2006. PPR
shares are listed on Euronext Paris (# 121485, PRTP.PA, PPFP). For more information:

WWW.DDIr.com

About PUMA

PUMA® is the global Sportlifestyle company that successfully fuses influences from
sport, lifestyle and fashion. PUMA’s unique industry perspective delivers the unexpected
in Sporllifestyle Footwear, Apparel and Accessories, through technical innovation and
revolutionary design. Established in Herzogenaurach, Germany in 1948, PUMA
distributes products in over 80 countries. PUMA employs 7,800 employees. Its revenue
for the fiscal year 2006 amounted to EUR 2.4 billion. For further information please visit

WWw.puma.com

wdrew

Disclaimer

Not for refease, publication or distribution in or into or from Canada, Australia or Japan. This
announcement does not constitute an offer to sell or the solicitation of an offer to buy any securities;
future offers to sell or exchange securities will only be made in certain jurisdictions and only
following approval by the relevant regulators. Notice {o US investors: the
intended takeover offer will be made for the securilies of a German company and is subject to
German requirements for the implementation of such takeover offer, which are different from those
of the United States. PPR and its nominees or brokers (acting as agents) may from time lo time
acquire, or make arrangements to acquire, PUMA Shares other than pursuant to the takeover offer
in the open market or in privately negotiated purchases outside the Uniled States during the period
in which the takeover offer remains open for acceptance.

Notice to US investors The inlended takeover offer will be made for the securities of & German
company and is subject to German requirements for the implemeniation of such takeover offer,
which are different from those of the United States. PPR and its nominees or brokers (acting as
agents) may from time to time acquire, or make arrangements to acquire, PUUMA Shares other than
pursuant to the takeover offer in the cpen market or in privately negotiated purchases outside the
United States during the period in which the takeover offer rernains open for acceptance.

Note regarding forward-looking statements

The information in this document may coniain “forward-ooking staterments.” Forward-fooking
stalements may be identified by words such as “expecis’, “anticipates”, “intends”, “plans”,
“believes”, “seeks”, “estimates”, ‘will” or words of similar meaning and include, but are nol limited to,
staternents about the expected future business of PUMA AG and of PPR SA resulting from the
proposed transaction.

These statements are based on the curent expectations of management of PUMA AG and of PPR
SA, and are inherently subject to uncertainties and changes in circumsiances. Among the factors
that could cause actual results to differ materially from those described in the forward-locking
statements are factors relating to satisfaction of the conditions to the proposed transaclion, and
changes in global, political, economic, business, compelitive, market and reguiatory forces. PPR
SA and PUMA AG do not undartake any obligation to update the forward-looking statements {o
reflect actual resulls, or any change in events, conditions, assumplions or other factors.
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1. ANALYSTS AND INVESTORS CONFERENCE

Date: Tuesday, April 10, 2007
Time: 10:30am CET
Location: Pavitlon Gabriel (5 Avenue Gabriel — 75008 - Paris)

To listen to analysts’ and investors' conference, please see the following dial-in numbers:

® French version (live). B French version (replay):
+33(0)170994270 France: +33 (0)1 712302 48
UK: +44 (0)20 7806 1970
USA: +1 718 354 1112
Dial-in: 4168095#

W English version (live): ® English version {replay):
Germany: +49 (0)69 9897 2630 France: +33 (0)1 71230248
UK: +44 (0)20 7138 0820 UK: +44 (0)20 7806 1970
USA: +1 718 354 1171 USA: +1 718 354 1112

Dial-in: 2149279#

No person located in Canada, Australia or Japan may participate in the call via the dial-in
numbers or view the broadcast {except pursuant to certain exceptions); measures will be
taken in order to prevent such participation.

A live videocast (Real and Windows Media Player formats) as well as the presentation
slides (PDF) will be available from 10:30am CET at wwwpprcom. A replay will be
available later in the day.

You will also have the opportunity to podcast the presentation at www.ppr.com later in the
day.

2. JOINT PRESS CONFERENCE - PPR AND PUMA

Date: Thursday, April 12, 2007
Time: 10:30am CET
Location: PUMA Brand Center (Sigmundstrasse 220-222 - 90431 Niimberg)

CONTACTS

French Press:

PPR Catherine Malek +33 (0)1 4564 61 20

cmalek@ppr.com

German Press:

Hering Schuppener Alexander Geiser +49 (069 92 1874 74
Eske Ennen +49 (0)69 92 18 74 83

UK Press:

Maitland Neil Bennett +44 20737951 51
Brian Hudspith +44 20 7379 51 51

Analysts/investors:
PPR Alexandre de Brettes +33(0)1 4564 6149
adebrettes@ppr.com

Emmanuelle Margque +33{0)1456463 28
emarque r.com




Website:

www.ppr.com
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2007 OFF TO A STRONG START:
PPR REVENUES UP 5.6% IN THE FIRST QUARTER

In the first quarter of 2007, PPR posted revenues of € 4.4 billion, up 5.6% at comparable
structure and exchange rates on the first quarter of 2006. Revenues outside France were
up 9.3% and accounted for 57% of the Group's total sales.

Frangois-Henr Pinault, Chairman and Chief Executive Officer of PPR, stated:

“Int the first quarter, the PPR group successfully pursued its growth and its international
expansion. All of the brands of Gucci Group achieved strong growth, once again
underscoring the robusiness and complementanty of our portfolio of brands. Fnac and
Conforama started the year on very positive notes, Redcats pursues the transformation of
its business model, and CFAO's efficiency enabled it to post another outstanding
quarterly performance. These achievements reinforce our confidence for the rest of the

year.”
{in € million) Change Change
Q12007 Q12006 | Actual Comparable "
Fnac 1,067 1,016 +51% +52%
Redcats Group 1,049 1,070 -1.9% -5.1%
Conforama 802 756 +6.0% +2.6%
CFAQ 594 547 +8.5% +17.6%
Gucci Group 937 846| +10.7% +15.9%
inter-company sales ar;d other -2 - ns ns
PPR 4,447 4,235 +5.0% + 5.6%

™ ona comparable basis in terms of Group scope and exchange rates.



Fnac

Fnac recorded a highly satisfactory start to the year, posting a 5.2% increase in sales on
a comparable basis, driven notably by strong growth outside of France (+12%). Sales of
Fnac France were up 3.8%, reflecting continuing growth in sales of technical products
(+11%) and confirmation of the success of its out-of-town store format, with a second
store opening in Bayonne in February. Eleven new Fnac stores will open in France and
elsewhere by the end of 2007.

Redcats Group

Redcats Group recorded a 1.9% decline in revenues on a reported basis and a 5.1%
decline on a comparable basis in a challenging environment. La Redoute posted strong
performances in and outside France, as did The Sportsman’s Guide and large-size
brands in the US. Regarding other brands which are in the process of being repositioned,
Redcats deliberately reduced its catalog circulation and cut back on promotional
activities, rasulting in lower revenues. Redcats Group pursued the strong growth of its
Internet activities, with on-ling sales accounting for 39% of mail order sales in the first
quarter of 2007.

Conforama

Conforama achieved promising first quarter sales, up 6.0% on an actual basis and 2.6%
on a comparable basis. Sales in France were up 3.5%, driven in particular by household
electrical goods, satisfactory results in fumiture and strong growth in decorative items
(+14%). The company’s international activities outside ltaly posted strong growth at +7%.
In laly, the decline in sales at Emmezeta stores slowed down (-7.7%), while activity at
Conforama stores under the new format was up 3.6%.

CFAO

CFAO posted an outstanding first quarter, up 17.6% on a comparable basis. This growth
was mainly due to excellent performance in the Automotive division (+24.5%), driven in
particular by sales in North Africa (+49%} and sub-Saharan Africa (+26%).

Gucci Group

Gucci Group's activity in the first quarter of 2007 again posted a sharp rise despite an
unfavorable currency impact. This excellent sales performance was reflected in a 15.9%
increase in revenues on a comparable basis over the strong base of Q1 2006. These
results confirm the succaess of Gueci Group's multi-brand strategy.

Gucci Group posted double digit growth in all regions, particularly in North America
(+16%), China (+87%) and Japan (+10%).

The Guccl brand recorded a satisfactory 10.2% increase in sales during the quarter, on
top of the strong comparison base in Q1 2006. The brand's sales benefited from strong
growth in leather goods, mainly in North America and the Asia-Pacific region excluding
Japan, and from the success of its ready-to-wear and footwear collections.



Bottega Veneta again recorded strong growth (+55.3%) in all product categories and
geographical areas. The brand continued to expand its sales network and opened four
new stores in the first quarter.

Yves Saint Laurent sales rose sharply in the first quarter of 2007, up 35.5%, mainly
reflecting the excellent response to the 2007 Spring-Summer collections and sustained
growth in leather goods. All geographical areas benefited from this momentum, notably
Asia-Pacific excluding Japan (+49%) and North America (+47%).

YSL Beauté recorded very strong growth of 10,1% (+15% excluding licence disposals
and terminations). Sales were driven by Yves Saint Laurent-branded products and Stella
McCartney fragrances. Europe, the Asia-Pacific region and Japan were key contributors
to this performance.

Other brands: Balenciaga, Boucheron, Sergio Rossi, Bedat & Co, Stella McCartney and
Alexander McQueen — again posted strong growth at +22.4%, reflecting the Group'’s
creative and sales momentum.

CONFERENCE CALL

PPR wiil hold a conference call for analysts, investors and journalists: at 3 pm (Continental
Europe); 2 pr (UK); 9 am (East Coast time, USA), on Thursday April 26, 2007.

EUROPE: +33 (0)1 70 99 42 86
Replay: +33 (0)1 71 2302 48

UK: +44 (0)20 7365 1851
Replay: +44 (0)20 7806 1970

USA: +1 718 354 1152
Replay: +1 718 354 1112

Replay access code: 3758649 # (until May 10, 2007)

PODCAST of the conference call available at: www.ppr.com

PRESENTATION

The slides (PDF format) will be available before the conference call at www.ppr.com




About PPR

PPR is a global player in Retail and Luxury Goods, with approximately 78,000 employees in 75
countries. Through its Retail businesses Redcats Group, Fnac, Conforama and CFAQ, and the Luxury
brands of Gucci Group (Gucci, Bottega Veneta, Yves Saint Laurent, YSL Beauté, Balenciaga,
Boucheron, Sergio Rossi, BEDAT & CO, Alexander McQueen and Stella McCartney), PPR generated
sales of EUR 17.9 bilion in 2006. PPR shares are listed on Euronext Paris (# 121485, PRTP.PA,
PPFP). For more information: www.ppr.com

CONTACTS
Press: Catherine Malek +33(0)145646120
cmalek@ppr.com

Analysts/Investors: Alexandre de Brettes +33 (0)1 4564 61 49

adebrettes(@ppr.com
Emmanuelle Margue +33(0)1456463 28

emarque r.com

Website: WWW.ppr.com




Appendix 1 : Sales in Q1 2007

(in € million) Change Change
Q12007 Q12006 | 4.4 Comparable
Fnac 1,067.2 1,0157| +5.1% +52%
Redcats Group 1.049.2 1,070.0 -1.9% -5.1%
Conforama 801.6 755.9 +6.0% +2.6%
CFAQ 593.7 547.3| +8.5% +17.6%
Gucci Group 936.8 B46.4( +10.7% +15.9%
Gucci 530.5 508.3| +4.4% +10.2%
Bottega Veneta 84.8 58.5| +45.0% +55.3%
Yves Saint Laurent 55.2 42.4| +30.2% +355%
YSL Beauté 152.3 1418 +7.4% +10.1%
Other brands 114.0 954 | +19.5% +22.4%
Intor-company sales and other -1.5 0.4 ns ns
PPR - Continued activities 44470 4,2349! +50% +5.6%
Discontinued activities 0.7 198.3

) On a comparable basis in terms of Group scope and exchange rates.
@ Mainly France Printemps for 182 M in 2006.




Appendix 2: Sales by region

Fnac
(in € million) Change Change
Q12007 Q12006 | o y,q Comparable "
France 775.9 754.4 +2.9% +2.8%
Spain, Portugal, Belgium 205.9 186.1| +106% +10.6%
Brazil, Switzerand, italy 854 7521 +13.7% +16.6%
International 291.3 261.3] +11.5% +12.3%
TOTAL 1,067.2 1,015.7 +5.1% +5.2%
Redcats Group
{in € miilion) Change Change
Q12007 Q12006 Actual Comparable
France 481.5 509.8 = 5.6% -5.6%
United Kingdom 106.0 118.2] -10.4% -12.4%
Scandinavia 89.6 200 -0.4% -1.0%
United States 288.9 272.7 +5.9% -5.3%
Other countries 83.2 79.3 +4.9% +5.9%
Iinternational 567.7 560.2 +1.3% - 4.6%
TOTAL 1,049.2 1,070.0 -1.9% =5.1%
Conforama
{in € million) Change Change
Q12007 Q12006 Actual Comparable "
France 573.8 526.5 +9.0% +3.5%
ltaly 974 105.2 -7.5% -7.5%
Switzerdand 66.8 61.4 +8.8% +12.8%
Other countries 63.6 62.8 +1.3% +1.5%
International 227.8 229.4 =0.7% +0.3%
TOTAL 801.6 755.9 +6.0% + 2.6%

(1) On a comparable basis in terms of Group scope and exchange rales.




Appendix 3: Sales- Guccl Group

Gucci Group

Breakdown by region

(in € million) Change Change
Q12007 Q12006 Actual Comparable "
Europe 408.6 347.7{+17.5% +17.5%
North America 171.9 158.2{ +8.7% +16.1%
Japan 140.5 1467 -4.3% +9.5%
Asia-Pacific excl. Japan 170.1 15491 +98% +16.1%
Other countries 133 127 +4.7% +10.3%
Royalties and other 324 26.2|+23.7% +26.4%
TOTAL 936.8 846.4 | + 10.7% +15.9%
Gucci Brand
Breakdown by product category
{in € million) Change Change
Q12007 Q12006 | pceual  Comparable ™
Leather Goods 291.6 2943 -0.9% +53%
Shoes 84.1 70.2|+ 19.8% +24.4%
Ready-to-wear 746 626|+19.1% +24.3%
Royalties and other products 80.2 812] -1.3% +4.4%
TOTAL 530.5 508.3] +4.4% +10.2%

™ ona comparable basis in terms of Group scope and exchange rates.
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PPR publishes voluntary public takeover offer for PUMA

PPR, through its subsidiary SAPARDIS, today officially published the offer document for
the friendly voluntary takeover offer to the outside shareholders of PUMA AG. As already
announced on April, 10, SAPARDIS is offering EUR 330 in cash for each PUMA share,
The offer price values PUMA at EUR 5.3bn (equity value).

This implies a 24% premium cn the undisturbed one-month weighted average share price
as of April 3 (EUR 268.14), which has been the last day before the first takeover rumors
surfaced, and a 17 % premium on the weighted average domestic stock exchange price
of PUMA shares during the last three months prior to the publication of the decision to
launch the offer (EUR 281.04).

PPR already holds 27.1 % of the registered share capital of PUMA (4,333,185 shares)
and offers to acquire all other PUMA shares in issue (approximately 72.9 % of all PUMA
shares) at a price of EUR 330 per PUMA share.

The Acceptance Period starts today and ends on June 20, 2007. PPR anticipates to
complete the offer process early July.

Frangois-Henri Pinault, Chairman and CEO of PPR, comments: “Our compeliing offer
enjoys the full support of the management team and represents a unique opportunity for
all Puma shareholders. On the heels of our acquisition of a 27.1% controlfing stake at a
price of € 330 per share, we are offering all other Puma shareholders the same terms.”

PPR expects that PUMA will continue to exist as a separate legal entity within the PPR
Group and currently does not intend to enter into a domination and profit pooling
agreement with PUMA. Furthermore, PPR does not currently intend to pursue a delisting
of the PUMA shares.

PUMA will remain headquartered in Germany. There is no current intention to relocate
the seat or the existing main R&D and manufacturing locations out of Germany. In
addition there is no intention to reduce staff due to this transaction.

The publication of the offer document was approved by the Federal Financial Supervisory
Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht - BaFin) on May 10, 2007. The
offer document was published on May 14, 2007.

The offer is conditional upon merger control clearance by EU and US competition
authorities. There is no minimum acceptance threshold set as a condition of the offer.



About PPR

PPR is a global player in Retail and Luxury Goods, with approximately 78,000 employees
in 75 countries. Through its Retail businesses Redcats Group, Fnac, Conforama and
CFAQ, and the Luxury brands of Gucci Group (Gucci, Bottega Veneta, Yves Saint
Laurent, YSL Beauté, Balenciaga, Boucheron, Sergio Rossi, BEDAT & CO, Alexander
McQueen and Stella McCartney), PPR generated sates of EUR 17.9 billion in 2006. PPR
shares are listed on Euronext Paris (# 121485, PRTP.PA, PPFP). For more information:

WWW.DpPr.com

About PUMA

PUMA® is the global Sporlifestyle company that successfully fuses influences from
sport, lifestyle and fashion. PUMA’s unique industry perspective delivers the unexpected
in Sportlifestyle Footwear, Apparel and Accessories, through technical innovation and
revolutionary design. Established in Herzogenaurach, Germany in 1948, PUMA
distributes products in over 80 countries. PUMA employs 7,800 employees. I{s revenue
for the fiscal year 2006 amounted to EUR 2.4 billion. For further information please visit

WWW.puma.com

ik

Disclaimer

Not for release, publication or distribution in or into or from Canada, Australia or Japan. This
announcement does not constitute an offer to sell or the solicitation of an offer to buy any
securities; future offers to sell or exchange securities will only be made in certain jurisdictions and
only following approval by the relevant regulators. Notice to US investors: the
intended takeover offer will be made for the securities of a German company and is subject to
German requirements for the implementation of such takeover offer, which are different from those
of the United States. PPR and ils nominees or brokers (acting as agents} may from time to time
acquire, or make arrangements to acquire, PUMA shares other than pursuant to the takeover offer
in the open market or in privately negotiated purchases outside the United States during the period
in which the takeover offer remains open for acceptance

Notice to US investors The intended takeover offer will be made for the securities of a German
company and is subject to German requirements for the implementation of such takeover offer,
which are different from those of the United States. PFPR and its nominees or brokers (acting as
agents) may from time lo time acquire, or make arrangements to acquire, PUMA Shares other than
pursuant to the takeover offer in the open market or in privately negotiated purchases outside the
United States during the period in which the takeover offer remains open for acceplance.

Note regarding forward-looking statements

The information in this document may contain “forward-looking statements.” Forward-looking
statements may be identified by words such as ‘expects”, ‘anlicipales”, ‘intends”, “plans”,
“believes”, “seeks”, “estimates”, “will” or words of similar meaning and include, but are not limited to,
staternents about the expected future business of PUMA AG and of PPR SA resulting from the
proposed transaction.

These statements are based on the current expectations of management of PUMA AG and of PPR
SA, and are inherently subject to uncertainties and changes in circumstances. Among the factors
that could cause actual results to differ materially from those described in the forward-looking
statements are faclors relating to satisfaction of the conditions to the proposed transaction, and
changes in global, political, economic, business, compelitive, market and regufatory forces. PPR
SA and PUMA AG do not undertake any obligation to update the forward-looking statements to
reflect actual results, or any change in events, condifions, assumptions or other factors.




CONTACTS

French Press:
PPR

German Press:
Hering Schuppener

UK Press:
Maitland

Analysts/investors:

PPR

Website:

Catherine Malek

Alexander Geiser
Eske Ennen

Neil Bennett
Brian Hudspith

Alexandre de Brettes

Emmanuelle Marque

WWW.ppr.com

+33(0)145646120
cmalek@ppr.com

+49 (0)69 92 18 74 74
+49 (0)69 92 18 74 83

+44 20737951 51
+44 207379 51 51

+33 (0)1 4564 61 49
adebrettes@ppr.com

+33(0)145646328
emarqueppr.com
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Paris, le 15 juin 2007
*

Levée des conditions suspensives
a I’Offre Publique d’Achat sur PUMA

PPR annonce avoir regu ce jour I’approbation des autorités de concurrence curopéennes et
américaines sur I’opération de prise de controle de PUMA.

Aucune autre condition suspensive ne subsiste donc a I'Offre Publique d’Achat sur PUMA
lancée le 14 mai dernier par le groupe PPR suite a 1"acquisition de 27,1% du capital de PUMA
le 10 avril 2007.

L’offre publique d’achat en cours, qui a regu le soutien du management et du Conseil de
Surveillance de PUMA, au prix de 330 curos par action, st ouverte jusqu’au 20 juin 2007.

*
Takeover offer for PUMA approved by anti trust authorities

PPR announced that it was notified today of the European and American competition
authorities’ approval of the takeover of PUMA.

Therefore there is no other condition precedent pending as regards the takcover offer for PUMA
launched on May 14 by the PPR group following the acquisition of a 27.1% stake in PUMA’s
capital on April 10, 2007.

The current takeover offer, at 330 euros per share, is fully supported by the PUMA management
and Supervisory Board and expires on June 20, 2007.

Contacts

Presse Catherine Malek +33 (0)1 45 64 61 20 cmalck@ppr.com

Analystes/Investiseurs :  Alexandre de Brettes +33 (0)1 4564 61 49  adebrettes@ppr.com
Emmanuelle Marque +33 (0)1 4564 6328 cmarque@ppr.com

Site internet : WWW.ppr.com
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PPR

PRESS RELEASE

Paris, 19 June 2007
L

PPR consolidates its position within PUMA

PPR is pleased to announce that the Supervisery Board of PUMA unanimously elected
Frangois-Henr Pinault today as Chairman of the Supervisory Board.

Following approval on 15 June of the takeover for PUMA by the anti-trust authorities and the
appointment of threc members of PPR’s senior management to PUMA’s Supervisory Board,
this election is a further comerstone of PPR’s takeover of the PUMA Group.

Frangois-Henri Pinault, Chairman and Chief Executive Officer of PPR and Chairman of the
Supervisory Board of PUMA, stated: ““/ would like to thank the Supervisory Board of PUMA jfor
appointing me. The new structure of the Supervisory Board fully reflects the role we wish to
play in partnership with Puma. I should add that the offer acceptance period expires tamorrow.

This offer represents a unique opportunity for Puma shareholders to extract full value from
their shares.”

The current takeover offer is valid until tomorrow (20 June 2007) at a price of 330 euros per
share. The results of the offer will be published on 27 June 2007.

*
About PPR

PPR is a global player in Retail and Luxury Goods, with approximately 78,000 emplovees in 75 countries.
Through its Retail businesses Redcats Group, Fnac, Conforama and CFAQ, and the Luxury brands of
Gucci Group (Gueci, Bottega Veneta, Yves Saint Laurent, YSL Beawté, Balenciaga, Boucheron, Sergio
Rossi, BEDAT & CO, Alexander McQueen and Stella McCartney), PPR generated sales of EUR 17.9
biflion in 2006. PPR shares are listed on Euronext Paris (# 121485, PRTP.PA, PPFP). For more
information: www.ppr.com

Contacts
Press: Catherine Malek +33 (0)1 4564 61 20 cmalek@ppr.com
Anajysts/Investors : Alexandre de Brettes  +33 (0)1 45 64 61 49  adebrettes@ppr.com

Emmanuelle Marque +33 (0)1 4564 6328 emarque{@ppr.com

Website : WWW.ppr.com
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PRESS RELEASE

Paris, 27 June 2007
L J

PPR announces that it holds 33.2% of the share capital of Puma
following the expiry of the initial acceptance period

At the end of the initial acceptance period of PPR’s offer for Puma, the PPR group stated that it
now holds a 33.2% stake (i.e. 5,321,764 shares) in Puma,

Frangois-Henri Pinault, Chairman and CEO of PPR and Chairman of the Supervisory Board of
Puma, siated: “We are satisfied with this result which strengthens our controlling position in
Puma. PPR confirms its long-term commitment to this group. The additional acceptance period
Jor the offer opens tomorrow and provides shareholders with a final opportunity to tender Puma
shares at 330 euros per share.”

The additional acceptance period starts on 28 June and ends on 11 July 2007. It provides Puma
shareholders with a final opportunity to accept PPR’s offer by tendering their Puma shares at
330 euros per share.

The final results of the offer will be announced on 17 July 2007.

*

About PPR

PPR is a global player in Retail and Luxury Goods, with approximately 78,000 employees in 75 countries.
Through its Retail businesses Redcats Group, Fnac, Conforama and CFAQ, and the Luxury brands of
Gucci Group (Guccl, Bottega Veneta, Yves Saint Laurent, YSL Beauté, Balenciaga, Boucheron, Sergio
Rossi, BEDAT & CO, Alexander McQueen and Stella McCartney), PPR generated sales of EUR 17.9
billion in 2006. PPR shares are listed on Euronext Paris (# 121485, PRTP.PA, PPFP). For more
information: www.ppr.com

Contacts

Press : Catherine Malek +33 (0)1 45 64 61 20 cmalek@ppr.com

Analysts/Investors : Alexandre de Brettes  +33 (0)! 45 64 61 49  adcbrettes@ppr.com
Emmanuelle Marque +33 (0)! 45 64 63 28 cmarque@ppr.com

Website : WWW.ppr.com
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Paris, 26 July 2007
L

A dynamic 2™ quarter:

PPR revenues up 18.1% on an actual basis and
5.6% on a comparable basis

PPR posted revenues of € 9.2 billion in the 1* half of 2007, up 11.4% on an actual basis and up
5.6% on a comparable basis in terms of Group scope and exchange rates, versus the 1* half of
2006. These results include Puma’s revenues, which were fully consolidated from 1 April 2007.

In the 2™ quarter of 2007, the Group recorded revenues of € 4.8 billion, up 18.1% on an actual
basis and 5.6% on a comparable basis versus the 2" quarter of 2006. Revenues outside France
accounted for 61% of the Group’s total sales, versus 57% in the 2™ quarter of 2006.

Excluding Puma, revenues on comparable basis were up 5.7% in the 1¥ half and 5.9% in the 2nd
quarter of 2007.

Frangois-Henri Pinault, Chairman and CEQ of PPR, stated:

“PPR has once again demonstrated its ability to deliver highly sustained growth in its
businesses. Further 10 the successful outcome of our recent voluntary takeover offer, Puma has
broadened our portfolio of international brands with high growth potential and will strengthen
our global presence. The first half of 2007 also saw historical growth at CFAQO, a healthy
recovery al Conforama, strong results ar Fnac, resilience at Redcats, as well as the strength
and efficiency of Gucci Group's muliti-brand strategy. "

=D

(in € million) Hi1 Change Change Q2 Change Change
2007 Actual  Comparable | 2007 | Actual Comparable!”
Fnac 2,065 +5.7% +5.8% 998) +6.3% +6.3%
Redcats Group 2,109 -1.7% -4.6%] 1,060 -1.4% -4.2%
Conforama 1,523 +4.4% +2.5% 721 +2.7% +2.5%
CFAO 1,231 +10.5% +19.5% 637 +12.5% +21.3%
Puma 543 +3.1% 543 +3.1%
Gucci Group 1,773 +9.2% + 14.8% 8i6y +7.7% 4+ 13.5%
Inter-company sales and other -4 ns ns -2 ns ns
PPR 9240 +11.4% +5.6%| 4,793| +18.1% +5.6%

' On a comparable basis in terms of Group scope and exchange rates.



Fnac

Fnac reported a strong pick-up in the 2™ quarter, with revenues up by 6.3% on a comparable
basis. Fnac France recorded a strong 4.6% increase in revenucs, mainly due to technical
products (+9%), increased market share in editorial products and confirmation of the success of
its out of town stores, with five new store openings planned by the end of 2007, QOverseas, the
company maintained its strong growth momentum and recorded a 15% increase in sales in the
quarter. At end June 2007, overseas business accounted for 27% of Fnac sales (up by 2 points
on the 1* quarter), with five store openings planned outside France in the 2nd half.

Redcats Group

In the 2™ quarter of 2007, Redcats Group revenues were down by 1.4% on an actual basis and
4.2% on a comparable basis in an environment which remained challenging. Redcats’ leading
brand La Redoute held up well in France and gained momentum overseas. In the United States,
The Sportsman’s Guide recorded an excellent performance (+16%) and outsize brands posted
satisfactory results. Redcats Group continued to reposition its other brands, triggering a
significant fall in revenues in the United Kingdom and in the Misses division in the United
States. Redcats Group continued to pursue the strong growth of its Internet activities (+20% in
the 2™ quarter), with on-line sales accounting for 41% of mail order revenues.

Conforama

Conforama recorded a very satisfactory performance in the 2™ quarter of 2007, with the
exception of lialy: the company’s revenues were up 2.7% on an actual basis and 2.5% on a
comparable basis. Sales in France were up sharply at +7%, driven by the strong growth in
furniture (+7.5%), household electrical goods (+9%) and the excellent performance in
decorative items (+21%). Excluding ltaly, Conforama recorded strong growth of +3.4%. In
Italy, revenues decreased by 15% in an extremely challenging environment. Transformation of
the Italian Emmezetta stores intoe Conforama stores, whose results are significantly better, has
been stepped up and will be completed by the end of 2008,

CFAO

In the 2nd quarter CFAO posted record revenues and a 21.3% increase in sales on a comparable
basis, due to CFAQ’s exceptional expertise and strong market presence in Africa, underpinned
by the favourable busincss climate. Growth was driven in particular by an cxcellent
performance in the Auto business, up by 29.1%, with a 66% increase in the Mediterrancan basin
and a 22% increase in sub-Saharan Africa. The Pharmaceutical business continued its strong
growth, with a 6.8% increase on a comparable basis in the 2™ quarter.

Puma

PPR’s voluntary public takeover offer for Puma was successfully concluded on 11 July 2007,
with a 62.1% stake in the company’s share capital. Puma’s accounts will be fully consolidated
into PPR’s financial statements as of 1 April 2007. In the 2™ quarter of 2007, Puma recorded a
3.1% incrcase in revenues on a comparable basis. Puma will release its Q2 2007 results on 9
August 2007.



Gueci Group

In the 2™ quarter of 2007, Gucci Group delivered another excellent sales performance,
notwithstanding ncgative foreign exchange impact, particularly with Japanese customers.
Revenues were up by 13.5% on a comparable basis versus Q2 2006 which was up sharply at
+22%. Fashion and Leather Goods sales were particularly strong in the quarter, +18%.

Gucci Group posted double-digit growth across all geographical areas, particularly in North
America (+14%), Europe (+12%), Asia-Pacific ex Japan (+22%) and Japan (+12%).

In the 2™ quarter, the Gueci brand recorded strong revenue growth (up by almost 10%), versus
a high basc comparison in 2006. Excluding the Watch business, the brand was up by 11.3%,
driven in particular by strong performance in ready-to-wear (+18%) and footwear (+21%).
Leather goods sales were up 11%, with a new best-scller in the quarter, the Irdy bag, launched
as part of the 2007 Spring-Summer collection. The repesitioning of the Watch business
continued and two new models (Signoria and Pantheon) were launched at the Basel show in
April. All geographical areas were up, particularly North America (+16%) and Asia-Pacific
excluding Japan (+20%).

Bottega Veneta once more reported an excellent performance in the 2™ quarter (+48%), with a
sharp increase in all product categories and regions, particularly in Japan (+70%), which
accounts for over one third of its sales. The new Sloane, Montaigne and Roma bags were added
to the brand’s many icon bags. Bottega Veneta also launched a second small furniture collection
in the quarter as a result of the favourable response to the first collection launched in 2006,
Bottega Vencta cxtended its store network last quarter with eight new store openings, including
a large flagship store in Tokyo Ginza and its second store in China.

Yves Saint Laurent posted another quarter of strong growth (+13%). Excluding royalties,
affected by the planned termination of an insufficiently exclusive licence, the quarterly increase
stood at almost 17%. This strong performance reflects the renewed success of acclaimed
collections, particularly in Leather Goods, with the Muse, Downtown, Double and Tribute bags,
and the Uprown range which was launched this scason and has already proved very popular.
The best-performing regiens in the last quarter were Europe (+28%) and Asia-Pacific ex Japan
{+24%), in particular for Leather Goods (+50%).

YSL Beauté posted a 6.2% increase in revenues in the 2™ quarter, up 1% excluding the sale or
termination of licences, Business was driven in particular by the strategic brands, including
Yves Saint Laurent, Stella McCartney and Roger & Gallet. Fragrances including L 'Homme by
Yves Saint Laurent, Stella In Two and Miss Boucheron remained buoyant, as did Yves Samnt
Laurent cosmetic products and the Care organic care range by Stella McCartney. YSL Beauté
announced the launch of Elfe, a new Yves Saint Laurent fragrance for women.

Other brands - Balenciaga, Boucheron, Sergio Rossi, Stella McCartney and Alexander
McQueen — again recorded strong growth in the last quarter at +24%, confirming the success of
the sales drive and the excellent creative quality of cach brand.



CONFERENCE CALL

PPR will hold a conference call for analysts and investors: at 3 pm (Continental Europe); 2 pm
(UK), 9 am (East Coast time, USA), on Thursday July 26, 2007.

EUROPE: +33 (0)1 70 99 42 82
Replay: +33 (0)1 71 23 02 48

UK: +44 (0)20 7138 0843
Replay: +44 (0)20 7806 1970

USA: +1 718354 1153
Replay: +1 718 354 1112

Replay access code: 51794614 (until August 10, 2007)

PODCAST of the conference call available at: www.ppr.com

PRESENTATION

The slides (PDF format) will be available before the conference call at www.ppr.com

About PPR

PPR develops a portfolio of high-growth global brands. The Group is present in 75 countries with
approximately 78,000 employees. Through its retail businesses Redcats Group, Frac, Conforama and
CFAO, and the Luxury brands of Gucci Group (Gucei, Bottega Veneta, Yves Saint Laurent, YSL Beauté,
Balenciaga, Boucheron, Sergio Rossi, Alexander McQueen and Stella McCartney), PPR generated sales of
EUR 17.9 billion in 2006. In 2007, PPR acquired a majority interest in Puma. PPR shares are listed on
Euronext Paris (# 121485, PRTP.PA, PPFP). For more information: www.ppr.com

Contacts
Press: Catherine Malek +33 (01) 4564 61 20 cmalek@ppr.com
Analysts/Investors: Alexandre de Brettes +33 (01) 45 64 61 49 adebrettes@ppr.com

Emmanuelle Marque +33 (01) 45 64 63 28 emarque@ppr.com

Website: WWW.ppr.com




Appendix 1: Salesin Q2 and in H1 2007

(in € million) Change Change Change Change
H12007 H12006 | Actual Comparable™ | Q22007 Q22006 | Actual Comparable '’
Fnac 2,065.1 19544 +57% +5.8% 997.9 938.7] +6.3% +6.3%
Redcats Group 2,108.7 2,144.2 -1.7% -4.6% 11,0595 1,074.2 -1.4% -4.2%
Conforama 1,5229 14584 +44% +2.5% 721.3 7025 +2.7% +2.5%
CFAO 1,230.6  1,113.6( +10.5% +19.5% 636.9 566.3| +12.5% +24.3%
Puma 542.8 +3.1% 542.8 +3.1%
Gucci Group 1,773.3 1,623.3( +9.2% +14.8% 836.5 7769 +7.7% +13.5%
Gucei 1,016.7 9789 +3.9% +10.0% 486.2 4706 +3.3% +9.8%
Bottega Venela 165.1 116.8| +41.4% +51.6% 80.3 583 +37.7% +47,9%
Y ves Saint Laurent 100.7 846 +19.0% +24.3% 45.5 422 +7.8% +12.9%
Y SL. Beauté 289.7 2749 +54% +8.2% 1374 133.1 +3.2% +6.2%
Other brands 2011 168.1] +19.6% +23.1% 87.1 72.7) +19.3% +24.1%
Inter-company sales and
other -3.0 0.4 ns ns -15 0.8 ns ns
PPR - Continued
activities 9,240.4 82943 +11.4% +5.6% 4,793.4 4,0594]| +18.1% +5.6%
Discontinued activities 0.9 380.1 0.2 181.8

™ On a comparable basis in terms af Group scope and exchange rates.

 Mainly France Printemps for €348M in HI 2006 and €166M in 2 2006.




Appendix 2:

Sales by region

Fnac¢
(in € million) Change Change Change Change
H12007 H12006 | Actual Comparable'’ | Q22007 Q22006 | Actual Comparable 0
France 1,502.9 14568 +3.2% +3.1% 727.0 702.5| +3.5% +3.4%
Spain, Portugal, Belgium 393.1 3521 +11.6% +11.6% 187.3 1660 +12.8% +12.8%
Brazil, Switzerland, ltaly 169.1 1455 +16.3% +18.3% 83.6 702 +19.1% +20.0%
International 562.2 497.6| +13.0% +13.6% 2709 236.2| +14.7% +14.9%
TOTAL 2,065.1 19544 +57% + 5.8% 997.9 938.7| +6.3% +6.3%
Redcats Group
{in € million) Change Change Change Change
H12007 HI12006 | Actual Comparable” | Q22007 Q22006 | Actual Comparable "
France 969.2  1,021.6 -5.1% -5.1% 487.7 511.7 -4.7% -4.7%
United Kingdom 205.4 227.1 -9.6% -11.2% 99.4 108.8 -8.7% -9.9%
Scandinavia 168.9 175.6 -3.8% -3.9% 79.4 85.7 -7.3% -6.9%
United States 598.0 563.1 +6.2% -4.7% 309.1 2904 +64% -4.0%
Other countries 167.2 156.8 +6.6% +7.6% 84.0 77.6] +8.2% + 9.4%
International 1,139.5 1,122.6| +1.5% -4.2% 571.9 5625 +1.7% -3.8%
TOTAL 2,108.7 2,144.2 - 1.7% -4.6% 1,059.6  1,074.2 -1.4% -4.2%
Conforama
{in € million} Change Change Change Change
H12007 H12006 | Actual Comparable™ | Q22007 Q22006 | Actual Comparable ™
France 1,074.7 991.0| +8.4% +5.1% 500.9 464.6| +7.8% + 7.0%
Italy 201.7 2282 -11.6% -11.6% 1043 123.0] -152% -15.2%
Switzerland 120.5 112.3 +7.4% +12.2% 53.8 509 +5.6% +11.5%
Other countries 126.0 126.9 -0.7% - 0.7% 62.3 64.0 -2.7% -2.8%
International 448.2 467.4 ~-4.1% -3.1% 220.4 237.9 -1.4% - 6.4%
TOTAL 1,522.9 11,4584 +4.4% + 2.5% 721.3 70251 +2.7% +2.5%

™ On a comparable basis in terms of Group scope and exchange rates.




Appendix 3: Sales — Gucci Group

Gueci Group

Breakdown by region

(in € million) Change Change Change Change
H12007 H12006 | Actual Comparable™| Q22007 Q22006 | Actual Comparable
Europe 760.8 6624 +14.9% +15.1% 3522 3147 +11.9% +12.3%
North America 335.8 3135 +7.1% +15.2% 163.9 155.3 +5.5% +14.3%
Japan 263.1 272.8 -3.6% +10.8% 122.6 126.1 -2.8% +12.3%
Asia-Pacific excl. Japan 3239 2896 +11.9% +18.7% 153.8 134.7] +14.2% +21.7%
Other countries 25.4 2351 +79% +14.7% 12.] 108 +11.7% +19.9%
Royalties and other 64.3 61,5 + 4, 7% + 6.5% 31.9 35.3 -9.9% -8.2%
TOTAL 1,773.3 1,6233| +92% + 14.8% 836.5 776.9| +7.7% +13.5%
Gucci Brand
Breakdoewn by product category
(in € million} Change Change Change Change
H12007 H12006 [ Actual Comparable'” | Q22007 Q22006 [ Actual Comparable "
Leather Goods 560.0 5538 +1.1% +7.8% 268.4 259.4 +3.4% +10.7%
Shoes 155.1 131.7| +17.8% +23.0% 70.9 614 +15.5% +21.4%
Ready-to-wear 131.0 113.0( +16.0% +21.6% 56.4 5051 +11.9% +18.1%
Royalties and other 170.6 180.4 -5.5% -0.3% 90.5 99.3 -8.9% -4.1%
TOTAL 1,016.7 978.9 +39% +10.0% 486.2 4706 +3.3% +9.8%

N On a comparable basis in terms of Group scope and exchange rates.
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PPR: an outstanding first half 2007

« Very strong growth in recurring operating income: +40%
» Group share of net income more than doubled

« Takeover of Puma successfully completed

Frangois-Henri Pinault, Chairman and Chief Executive Officer, stated: “These excellent
operating and financial results confirm the strength of our brands and companies as well as the
soundness of our strategy, aimed at enhancing our growth and profitability profile. The first
half was also marked by the successful acquisition of Puma, a move which is at the very core of
our strategy. Our strong performance strengthens our determination to further improve the
Group's financial results and increase value creation in 2007."

(€ mullion) H12007 H12006 Change
Revenues 9,240 8,294 +11.4%
Recurring operating income 630 450 +40.0%
as a % of revenues 6.8% 5.4% + 1.4pt
Net income attributable to equity holders of the parent 326 134 +142.9%

Group share of net income from continuing
operations excluding non-current items 303 196 +54.4%

PPR recorded revenues of €9,240 million in H1 2007, up 11.4% on an actual basis or up 5.6%
on a comparable basis, compared to H1 2006. Revenues include Puma sales fuily consolidated
from April 1, 2007.

Excluding Puma, Group revenues in the first half were up by 5.7% at comparable structure and
exchange rates.




Recurring operating income

Group recurring operating income stood at €630 million, up 40% over H1 2006. Recurring
operating income margin rose sharply, by 1.4 point, to 6.8% of revenues.

On a pro-forma basis (including Puma over six months), the Group’s recurring operating
income margin would have been 7.7% in H1 2007.

Excluding Puma, recurring operating income rose by 26.5% and recurring operating income
margin stood at 6.5%. This sharp increase was driven by jumps in recurring operating income at
Fnac (+22%), CFAQ (+30%) and across all Gucci Group brands (+55%). The strongest
increases in Luxury Goods were recorded by Bottega Veneta (recurring operating income more
than doubled), Yves Saint Laurent (losses significantly reduced) and YSL Beauté,

Net Income

Group share in net income from continuing operations totalled €290 million, up sharply by
53.5% over H1 2006.

Excluding Puma, Group share in net income from continuing operations stood at €278 million,
up 47.1%. This increase reflects the continued strong improvement in the Group’s operating
results, as well as lower financial expenses and tight control of tax charges.

Group share in net income stood at €326 million, up by nearly 143% over H1 2006 (€134
million).

Group share in net income from continuing operations excluding non-recurring items
stood at €303 million, up by a sharp 54.4% over the first half of 2006.

Financial structure

Notwithstanding the seasonality of PPR’s activities, free cash flow from operations improved
significantly to reach €278 million in H1 2007, up by €335 million from the prior year.

(€ million) June 30,2007  Dec. 31,2006 June 30, 2006
Capital employed 16,092 12,332 12,734
Net assets held for sale 254 664
Shareholders' equity ¥ 10,711 9,125 7,869
Net indebtedness 5,381 3,461 5,529

D o/w Group share 8,892 8,971 7,723

Capital employed rose significantly in the first half due to the integration of Puma. Excluding
Puma, capital employed rose by only 1.2% over the June 30, 2006 level, reflecting tight control
over working capital requirements.




Shareholders® equity stood at €10,711 millien at June 30, 2007, up €1,586 million on
December 31, 2006. This sharp increase reflects the impact on minority interests of the
consolidation of Puma.

Net indebtedness stood at €5,381 million at the end of the first half, up by 55.5% compared to
2006 year end, mainly reflecting the acquisition of a 33.4% stake in Puma at June 30, 2007,

Subsequent event
At the expiry of the additional acceptance period regarding the tender offer for Puma, PPR

announced on July 17, 2007 that it held 62.1% of Puma’s sharc capital. PPR has not purchased
any additionat Puma shares since that date.

Outiook

In light of the solid activity levels achieved in July and August, which were in line with the
trends recorded in Q2, PPR management expects favorable prospects for full year 2007

The Group's consolidated financial statements (as at June 30, 2007} are available at

www.ppr.com




PRESENTATION
You can listen to the presentation of the 2007 half-year results today at 8:30am Paris time.

French version English version
Live conference code: 4669036 Live conference code: 2589484
+33 (0)1 70 99 42 74 +49 (0)69 2222 2245 from Germany

+44 (0720 7138 0820 from the UK
+1 718 354 1357 from the US

Replay dial-in details Replay dial-in details

+33 (0}1 71 23 02 48 from France +33 (M1 71 23 02 48 from France
+49 (0169 22222 0418 from Germany +49 (0069 22222 0418 from Germany
+44 (0320 7806 1970 from the UK +44 (0)20 7806 1970 from the UK

+1 718 354 1112 from the US +1 718 354 1112 from the US
Replay Passcode: 4669036# Replay Passcode: 2589484#

The replay will be available until Friday September 14, 2007
A live audio webcast (Real and Windows Media Player formats) as well as the presentation
slides (PDF) will be available from &:30am Paris time on www.ppr.com. A replay wiil be

available later in the day.

You will also have the opportunity to podcast the presentation on www.ppr.com later in the day.

About PPR
PPR develops a portfolio of high-growth global brands. The Group is present in 75 countries with

approximately 78,000 employees. Through its retail businesses Redcats Group, Frac, Conforama and

CFAQ, and the Luxury brands of Gueci Group (Gucci, Bottega Veneta, Yves Saint Laurent, YSL Beauté,

Balenciaga, Boucheron, Sergio Rossi, Alexander McQueen and Stella McCartrey), PPR generated sales of

EUR 17.9 billion in 2006. In 2007, PPR acquired a majority interest in Puma. PPR shares are listed on
Euronext Paris (# 121485, PRTP.PA, PPFP). For more information: www.ppr.com

Contacts

Press: Catherine Malek +33 (0)1 45 64 61 20 cmalek@ppr.com

Analysts/Investors: Alexandre de Brettes  +33 (0)1 45 64 6149 adcbrettes@ppr.com
Emmanuelle Marque +33 (0)f 45 64 63 28 emarque@ppr.com

Website: WwWWw.ppr.com
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PPR - Press release

11/01/2007 : Redcats USA Completes Tender Offer for United Retail Group;
Expects to Acquire Remaining Shares Shortly

Rochelle Park, New Jersey, and New York, New York — November 1st, 2007 - United Retail Group, Inc, (NASDAQ: URGI), a
specialty retailer of large-size women's fashion apparel, and Redcats USA, Ine., a subsidiary of Redcats Group, a leading home
shopping marketer of apparel and home products, today anncunced that Redeats USA has completed its all cash tender offer
for United Retail Group.

Through the initial tender period that expired at midnight, New York City time, at the end of October 23, 2007, and the
suhsequent tender offer that expired at § p.m., New York City time, on October 31, 2007, a total of approximately 12,517,000
shares of United Retail Group common stock were tendered, representing approximately 86.0% of all outstanding United
Retail Group comman stock at a price of $13.70 per share, in cash.

Redeats USA has also exercised the option granted to it in the merger agreement to purchase additional shares of common
stock from United Retail Group at $13.70 per share, as a result of which Redcats USA will own more than go% of the
outstanding shares of United Retail Group common stock. Redeats USA expects that, shortly after the acquisition of such
shares, it will complete the merger of its wholly owned subsidiary and United Retail Group under the short-form merger
procedure available under Delaware law. As a result of the merger, each outstanding sharve of United Retail Group cominon
stock will be conveited into the tight 1o receive $13.70 per share in cash, without interest, and United Retail Group will
become a wholly owned subsidiary of Redcats USA,

About United Retail Group, Inc.

United Retail Group, Inc. is a specialty retailer of large-size women's fashion apparel, footwear and accessories featuring
AVENUE® brand merchandise, The Company operates 483 AVENUE® stores with 2,132,000 square feet of selling space, as
well as the AVENUE.COM® website at www.avenue.com.

About Redcats Group and Redcats USA

Redeats USA is a leading catalog 2nd online marketer of apparel and home products, operating in North America. Its primary
brands are Chadwick’s®, Roaman's®, Jessica London®, KingSize® and BrylaneHome®. Redcats USA is a wholly owned
subsidiary of the Redeats Group, the world's third largest catalog and online group in apparel and home products operating in
28 countries, through 17 brands with a staff of 20,000 associates and a turnover of 4.33 billion euros in 2006. Redeats Group
is a PPR company. For more information, please visit wuww.redeats.com. The shares of PPR S.A_ are listed on Eurcnext Paris
{# 121485, PRTP.PA, PPFP). For more information, please visit wune. ppr.com.

Cautionary Statement Regarding Forward-Looking Statements

This document conlains forward-looking statements within the meaning of the U.S. Private Securities Litigation Reform Act,
as amended. Forward-looking statements are statements that are not historical facts and are generaily identified by the
words “expects”, “anticipates”, ‘believes”, “intends”, “estimates” and similar expressions. These statements include, but are
not limited to, statements regarding the benefits of the transaction involving Redoats USA and United Retail Group,
including future financial and operating resuits and the plans, objectives, expectations and intentions gf Redoats USA and of
the combined company. Such stetements ere based upon the current beliefs and expectations of the managements of Redoats
USA and United Retail Group and are subject to signifioant risks and unoertaintics (many of which are difficult to predict
and are generally beyond the control of Redeats USA and United Retail Group) that may cause actual results to differ
materially from those set forth in, or implied by, the forward-looking statements. The following factors, among others, could
cause actual results to differ materially from those set forth in the forward-looking statements included in this release or
otheruise made by management: threats of terrorism; shifis in consumer spending patterns, consumer preferences and
overall economic conditions; the impact of competition and pricing; variations in weather patterns; increases in interesf
rates; the ability to retain, hire and train key personnel; politioal instability and other risks assoctated with foreign sources
of production; increases in fuel costs; the ability to complete the merger on the terms, or in tke timeframe, contemplated;
and the anticipated impact of the acquisition on United Retail Group’s operations and financial results. The reports filed by
United Retail Group with the SEC, including United Retail Group's report on Form 10-(Q for the fisoal quarter ended August
4, 2007, United Retail Group’s report on Form 10-Q for the fiscal guarter ended May 5, 2007 and United Retail Group's
report on Form 10-K for the fiscal year ended February 3, 2007 contain additional information on these and other factors
that could affect United Retail Group’s operations and perfarmance. Redoats USA does not intend to update the forward-
looking statements contained in the above portion of this release, which should not be relied upon as current after today's
dute.

Contact: George R. Remeta investor Relations:
Vice Chairman and Cara O’Bricn/Leigh Parrish
Chief Administrative Officer Press: Melissa Merrilt
United Retail Group, Inc. Financial Dynamics
{201} g09-2110 (212) 850-5600
Redcats Group:

Vinciane Beurlet + 33156 92 98 18
Vice President, Corporate Communications

© PPR 2008

Page 1 of 1
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A highly satisfactory 3™ quarter:
PPR revenues up 21.9% on an actual basis,
up 6.8% on a comparable basis
In the first nine months of 2007, PPR posted revenues of €14.4 billion, up 15% on an actual
basis and up 6% on a comparable basis compared to the same period in 2006. Revenues include
sales of Puma, fully consolidated as from April 1, 2007. Revenue growth on a pro-forma basis
(including Puma as from January 1, 2006) would have amounted to 6.1% in the first nine
months of 2007.
In the 3™ quarter of 2007, the Group recorded sales of €5.2 billion, up 21.9% on an actual basis
and 6.8% on a comparable basis versus Q3 2006. Revenues outside France accounted for 61%
of the total, versus 56% in Q3 2006.
Commenting on the quarter, Frangois-Henri Pinault, Chairman and Chief Executive Officer of
PPR, stated: “PPR turned in another set of robust performances in the third quarter despite the
more challenging monetary environment and economic outlook. Once again, these numbers
reflect the efficiency and balance of our Group, both in terms of businesses and in terms of
geographical presence. ”
Sept YTD | Change Change Q3 | Change Change
(in € million) 2007 Actual Comparable | 2007 | Actual Comparable
Fnac 3,126 +6.2% +6.2%| 1,061 +72% +7.1%
Redcats Group 3,066 -0.8% -34%( 958| +1.0% -0.6%
Conforama 2411 +3.5% +2.1%| 888 +1.8% +1.4%
CFAO 1,857 + 11.7% +209%| 626| +14.1% +23.7%
Puma 1,213 +1.1%( 670 -0.5%
Gucecei Group 2,775 +9.7% +15.2%] 1,002 +10.5% + 15.9%
Inter-company sales and other -13 ns ns{ -I10 ns ns
PPR 14,435 + 15.0% +6.0%{ 5,195 +21.9% + 6.8%

(1) On a comparable basis in terms of Group scope and exchange rates.



Confirmation of Fnac’s dynamism

Fnac posted 7.1% growth in sales on a comparable basis. In this quarter, Fnac France pained
market share in all segments and recorded growth of 5.2%, underpinned by sales of technical
products (+10%). In August, Fnac continued to expand its presence outside city centers,
opening its third out-of-town store in Thiais. Four new stores are scheduled to open by the end
of 2007. Highlights of the quarter included the successful launch of Fnac’s new home-services
activity (training, installation, technical assistance) and the unveiling of Fnaclive, a new
community and cultural website. With the adoption of a new slogan, “Agitateur de curiosité”
(*Stirring curiosity™), supported by a major advertising campaign, the brand has reaffirmed its
vocation. Fnac pursued its growth outside of France, with sales up by 16% for the quarter. Fnac
now operates 51 international stores, which account for 27% of its revenues. Two additional
stores will open outside France in the fourth quarter.

Resilient Redcats in a tough competitive environment

In the 3 quarter of 2007, Redcats Group sales were down by 0.6% on a comparable basis,
However, the leading brands of the Redcats Group posted satisfactory sales performance,
notably La Redoute — boosted by goed performance during the sales period — The Sportsman’s
Guide, US large-size apparel brands, and Scandinavian brands. In line with its multi-channel
approach and strategic focus on its leading brands, in September Redcats launched a takeover
bid for United Retail of the US; this transaction should generate considerable operating
synergies. Additionally the Children-Family segment posted good performance, while the
Seniors brands, Misses in the US and Redcats UK pursued their repositioning. Finally, online
sales increased by 22% in Q3, accounting for 41% of total home-shopping revenues.

Conforama sales holding up well

In the 3" quarter, Conforama sales were up 1.4% on a comparable basis and 1.8% on an actual
basis. Performance in the French market was satisfactory (up 4%), driven by strong growth in
furniture (up 6%), brown goods (up 12%) and decorative items (up 12%), Conforama pursued
its advertising campaign in the quarter, achieving unprecedented results for a retail brand, with a
92% positive rating. The brand opened its 57 store outside France, stepping up its
international expansion with a 1.7% increase in sales excluding Italy. In ltaly, sales were down
13% as Conforama accelerated the transformation of Emmezetta stores.

Another record growth at CFAQ

CFAOQ once again posted record quarterly revenues, up 23.7% on a comparable basis, driven by
cconomic growth in Africa and CFAO’s unique positioning in its markets. The automotive
business recorded an exceptionally strong 34.3% increase, marked by a sharp 23% rise in sub-
Saharan African countries, and spectacular growth {up 95%) in the Mediterranean region. The
Pharmaceutical division continued to display sustained growth in the quarter, with sales up
6.7%.

Puma results in line with forecasts

In the 3" quarter, Puma recorded virtually unchanged revenues, down 0.5% on a comparable
basis. In the first nine months of the year, on a pro-forma basis, revenues were up 3.2%, in line
with our forecasts. In the quarter, sales at directly-operated stores posted sharp growth. This
quarter, sales in the Americas were down as expected, affected by lower traffic in US shopping
malls. Revenues from the EMEA region were up 1.1%, while strong sales in the Asia-Pacific
region, up 7.1%, were fueled by double-digit growth in China. Puma made headlines in the
quarter as sponsor of Sébastien Chabal, a star of the French rugby team during the recent World
Cup, who was featured in one of the brand’s ad campaigns.



Solid trading performances at Gueei Group

in the 3" quarter of 2007, Gucci Group recorded a sharp increase in revenues, up 15.9% on a
comparable basis, versus a high Q3 2006 base. Against a favorable economic backdrop and
notwithstanding challenging currency conditions, all geographical regions posted growth in the
quarter. The best-performing regions were Asia-Pacific ex-Japan (+26%) and Europe (+18%),
which together accounted for 68% of Gucci Group sales. North America (+10%) and Japan
(+4%), which respectively accounted for 18% and 13% of Gucci Group sales, recorded
sustained growth. Fashion and Leather Goods pursued their growth, with comparable sales up
18% in the quarter, including a 8% increase in Japan. A total of 32 new stores were opened in
the first nine months of 2007, of which four in the 3 quarter.

Sustained strong momentum at Gueci

Gucci confirmed its strong growth, with sales up 10.8% on a comparable basis. Gucci’s
activities recorded strong growth in the quarter, reflecting the great success of the 2007
Fall/Winter collection: sales of ready-to-wear were up 22.3%, footwear up 17.0%, and leather
goods up 8.8%. Excluding timepieces, Q3 growth stood at 12.2%, driven by Asia-Pacific ex-
Japan (+27%), North America, (+13%) and Europe (+11%). The brand pursued its global
expansion, opening two now stores in China, for a total of 16, as well as entering India.
Highlights of the quarter included the launch of two new advertising campaigns, one for
jewelry, featuring actress Drew Barrymore, Gucci’s first ever brand ambassador, the other for
the Guecci by Gueci fragrance, directed by David Lynch.

Bottega Veneta higher again

Bottega Veneta posted 48% revenue growth in the 3" quarter, a particularly strong increase. The
brand posted double-digit growth across all regions: +56% in Europe, +49% in Asia-Pacific,
+47% in Japan and +32% in North America. At the end of September, the Bottega Veneta
network comprises 108 stores, of which two in China.

Continued growth at Yves Saint Laurent

Yves Saint Laurent posted sustained revenue growth in the third quarter (+20%), driven by
buoyant performances in Europe (+31%) and the North America (+23%). The Leather Goods
and Shoes businesses confirmed their commercial success. The quarter was marked by the
successful launch of the Edition 24 women’s ready-to-wear collection, aimed at a young, active
clientele — a segment in which the brand is seeking to strengthen its presence — and by the 2007
Fall/Winter advertising campaign, including a “Manifesto” handed out in various cities.

Positive trend confirmed at YSL Beauté

YSL Beauté sales recorded strong 8% growth in the 3™ quarter, representing growth of 13%
excluding discontinued licenses. The strategic brands recorded particularly strong performances
in the quarter: Yves Saint Laurent with confirmation of the success of the L 'Homme Yves Saint
Laurent fragrance for men, the extremely favorable response to elle, the new women’s fragrance
launched during the summer and the strong performance of the cosmetics range; the Stelia
McCartuey brand, particularly its Care organic care range ; and finally Roger & Gallet, which
has delivered promising results following the repositioning of its image.



Strong success of all Other Brands

The Gueci Group's “Other Brands” posted another sharp growth in the quarter, with combined
sales up 29%. All brands contributed to this remarkable increase, notably Balenciaga, driven by
leather goods and ready-to-wear, Boucheron, Alexander McQueen and Stella McCartney, which
all posted double-digit growth, and Sergio Rossi whose 2007 Fall/Winter collection was a
resounding market and commercial success.

Other events of the quarter

Takeover offer for United Retail Group

On September 11, 2007, Redcats USA launched a cash tender offer for NASDAQ-listed United
Retail Group, the ready-to-wear specialist operating under two brands. On October 24 2007,
following the initial tender period for the bid, Redcats USA announced that it held
approximately 83.9% of outstanding United Retail Group shares. On November 1, following the
subsequent tender offer, Redcats USA increased its stake to 86%, and completed the merger
converting each outstanding share of United Retail Group into the right to receive $13.70 per
share in cash, without interest. Following the merger, United Retail Group is now a wholly-
owned subsidiary of Redcats USA. This transaction will enable Redcats to step up its growth in
the US by doubling its market share in the buoyant large-size apparel segment, and to add to its
brand portfolio through the acquisition of a national network of 487 stores and expertise in
design and creativity. Redcats will contribute its sourcing know-how and broaden its offering on
its OneStopPlus website.

PPR stake in Puma

Following the additional offer acceptance period (June 28, 2007 to July 11, 2007), providing
Puma shareholders with a final opportunity to tender stock to the PPR offer at 330 euros per
share, PPR announced on July 17, 2007 that it owned 62.1% of Puma’s share capital. PPR
subsequently increased its stake 10 62.9%.

The cost of PPR’s 62.9% stake in Puma stands at €3,325 million. Additional debt reflecting the
increase in PPR’s stake in Puma compared to that booked under the consolidated accounts at
June 30, 2007 (33.4%) now stands at €1,561 million.
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CONFERENCE CALL

PPR will hold a conference call for analysts and investors: at 4:30pm (Continental Europe); 3:30pm
{UK); 10:30am (East Coast time, USA), on Tuesday November 6, 2007.

France: +33 (0)1 72 28 25 §7
Replay: +33 (0)1 72 28 01 49

Germany: +49 (0)69 2222 4999
Replay; +49 (0)307 261 67360

UK: +44 (0)207 107 1613
Replay: +44 (0)207 750 9931

USA: +] 866 907 5925
Replay: +1 866 828 2261

Replay access code: 207992# (until November 23, 2007)

PODCAST of the conference call available at: www.ppr.com
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About PPR

PPR develops a portfolio of high-growth global brands. The Group Is present in 75 countries with
approximately 78,000 employees. Through its retail businesses Redcats Group, Fnac, Conforama and
CFAO, and the Luxury brands of Gucci Group (Gucci, Bottega Veneta, Yves Saint Laurent, YSL Beauté,
Balenciaga, Boucheron, Sergio Rossi, Alexander McQueen and Stella McCartney), PPR generated sales of
EUR 17.9 billion in 2006. In 2007, PPR acquired a majority interest in Puma. PPR shares are listed on
Euronext Paris (# 121485, PRTP.PA, PPFP)}. For more information: www.ppr.com
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Appendix 1: Sales in Q3 and in the first nine menths 2007

Sept YTD Sept YTD | Change Change Q3 Q3 Change Change
(in € mitlion) 2007 2006 Actual  Comparabte ™ | 2007 2006 | Actual Comparable”’
Fnac 3,126.0 29441 +62% +6.2% 1,060.9 989.7| +72% +7.1%
Redcats Group 3,066.2 3,091.9 -0.8% -3.4% 957.5 947.7| +1.0% -0.6%
Conforama 2,410.6 2,330.1| +3.5% +2.1% 887.7 8§71.7| +1.8% +1.4%
CFAO 1,856.5 1,662.0 +11.7% +20.9% 6259 5484 +14.1% +23.7%
Puma ¥ 1,213.2 +1.1% 670.4 -0.5%
Gueei Group 2,775.4 2,529.9| +9.7% +15.2% 1,002.1 906.6 | +10.5% +15.9%
Gueci 1,556.6 1,4942 | +42% +10,3% 539.9  5153| +48% +10.8%
Bottega Veneta 261.5 186.0 | +40.6% +50.3% 96.4 692 +392% +48.1%
Yves Saint Laurent 162.1 1376 +17.8% +22.6% 6l.4 530 +157% +20.1%
YSL Beauté 453.9 432.1 +5.1% +8.0% 164.2 1572 +4.5% +7.7%
Other brands 3413 2800 +21.9% +254% 140.2 111.9| +253% +28.9%
Inter-company sales and other -i2.6 -1.5 ns ns -9.6 -1.9 ns ns
PPR - Continued activities 14,4353  12,556.5| +15.0% +6.0% 51949 4,262.2| +21.9% +6.8%
Discontinued activities 11 551.1 02 1710

7 On a comparable basis in terms of Group scope and exchange rates.
2 Puma fully consolidated from April 1, 2007
@ Mainly France Printemps_for €509 M in 9 months 2006 and €161 M in (3 2006.




Appendix 2: Sales by region

Fnac
{in € million) Sept YTD Sept YTD | Change Change Q3 Q3 Change Change
2007 2006 Actual Comparable'” | 2007 2006 | Actual Comparable "
France 2,269.4 2,192.7] +3.5% +3.4% 7664 7359| +4.2% +4.1%
Spain, Portugal, Belgium 5984 5352 +11.8% +11.8% 2053 1834 | +12.1% +12.1%
Brazil, Switzerland, Italy 2582 2162 +19.4% +20.7% 89.1 70.7] +26.0% + 25.6%
International 856.6 751.4| +14.0% +14.4% 2944 253.8| +16.0% +15.9%
TOTAL 3,126.0 2,944.1] +6.2% +62%| 1,0608 989.7| +7.2% +71.1%
Redcats Group
(in € mitlion) Sept YTD Sept YID | Change Change Q3 Q3 Change Change
2007 2006 Actual  Comparabte'” | 2007 2006 { Actual Comparable "V
France 1,413.0 1,462.2 -3.4% -3.4% 4438 4406| +0.7% +0.7%
United Kingdom 300.8 3311 -9.1% -10:2% 95.5 1040 -8.2% -8.0%
Scandinavia 255.8 260.4 - 1.8% - 1.9% 868 847| +25% +2.3%
United States 8574 8170 +49% -4.5% 2593 2539 +22% -4.1%
Other countries 239.2 2212 +8.1% +9.1% 721 645] +11.8% +12.9%
International 1,653.2 1,629.7 +1.4% -3.5% 513.7 507.1 +1.3% -1.8%
TOTAL 3,066.2 3,091.9 -0.8% -3.4% 9575 947.7| +1.0% - 0.6%
Conforama
fin € million} Sept YTD Sept YTD | Change Change Q3 Q3 Change Change
2007 2006 Actual  Comparable™ | 2007 2006 | Actual Comparable "
France 1,725.4 1,6103| +7.1% +4.7% 650.6 619.3| +5.1% +4.1%
ltaly 3094 35131 -119% -11.9% 1072.7 1231 -125% -12.5%
Switzertand 178.4 1684 +6.0% +10.7% 579  s6.l +3.1% +7.8%
Other countries 197.4 200.1 - 1.4% - 1.4% 7L5 73.2 -2.4% -2.7%
International 685.2 719.8 - 4.8% -3.9% 237.1 12524 -6.1% - 53%
TOTAL 2,410.6 23301 +35% +2.1% 887.7 87L.7] +1.8% + 1.4%

" On « comparable basis in terms of Group scope und exchange rates.




Appendix 3: Sales - Gucci Group

Gucci Group

Breakdown by region

(in € million) Sept YTD Sept YTD | Change Change Q3 Q3 Change Change
2007 2006 Actual Comparable™ | 2007 2006 | Actual Comparable ™
Europe 1,324.6 1,1484 | +153% +15.8% 4995 4247 +17.6% +18.2%
North America 5204 496.] +4.9% +13.4% 184.6 1826 +1.1% +10.2%
Japan 388.4 408.4 -4.9% +8.5% 1254 1355 -1.5% +3.9%
Asia-Pacific excl. Japan 503.5 4412 +14.1% +21.3% 179.5 151.6] +18.4% +26.1%
Other countries 38.5 358 +7.5% +14.7% 131 12.2] +68% +14.7%
TOTAL 2,775.4 2,529.9| +9.7% +15.2% | 1,002.1 906.6| +105% +15.9%
Guceci Brand
Breakdown by product category
{in € million) Sept YTD  Sept YTD | Change Change Q3 Q3 | Change Change
2007 2006 Actual Comparable™ | 2007 2006 | Actual Comparable"
Leather Goods 843.9 8316 + 1.5% +8.1% 2839 2718 +2.2% + 8.8%
Shoes 238.7 206.5] +15.6% +20.8% 83.7 749 +11.7% +17.0%
Ready-to-wear 216.7 186.2| +16.4% +21.9% 856 732 +17.0% +22.3%
Royalties and other 2573 269.9 -4.7% +0.6% 86.7 89.4 -3.0% +2.4%
TOTAL 1,556.6 1,494.2| +4.2% +10.3% 5399 5153| +4.8% +10.8%

% On a comparable basis in terms of Group scope and exchange rates.

END




